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THE MEANING OF WAGES? 


THERE is a growing demand for the formulation of a theory 
of wages, a theory which shall be easy of comprehension and useful 
both in support of things desired and in refutation of things 
detested. Our friends across the Atlantic have set a price upon 
it; they are offering 5000 dollars for the best original thesis on 
the subject, and have engaged the services of distinguished men 
to decide which of the theses submitted on an economic theory 
has an economic value. Meanwhile laws are passed in this 
country and others determining and bearing on wage rates, and 
international wage settlements are under discussion. 

It cannot be denied that the formulation of a theory of wages 
would give satisfaction to economists as well as to others who 
desire to use such a theory in practical affairs. Early economists 
essayed the task, but to no lasting purpose. The Iron Law of 
wages, the Wage Fund theory, with other theories of more or less 
note, have been placed on the scrap-heap of venerable antiquities, 
whence they are raked from time to time by those who delight 
in recognising that it is almost as rare, perhaps almost as difficult, 
to evolve an economic theory which contains no truth as to evolve 
one which contains the whole truth. Modern economists for the 
most part content themselves by explaining how wages are 
determined under given conditions and commit themselves to 
no theory. While they give explanations only, other people will, 
if reverently minded, exalt these explanations into theories, or, 
if of bolder make, produce theories of their own and pour scorn 
upon the timidity of academic theorists. 

It is as little within my intention as it is within my power to 
put forward a theory of wages. My business is one of analysis, 
not of construction, of restatement, not of creation. My purpose 
is twofold : first, to discuss certain aspects of wages, and then to 

1 Presidential Address before Section F of the British Association, Southamp- 
ton, 1925. 
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review from those aspects certain payments made to or on behalf 
of employees. 

Let us then consider three aspects of wages, each important 
in its way. First, there is the distributive or competitive aspect, 
from which wages are regarded as a factor determining where 
labour shall go, who shall command it, in what manner labour 
of certain types and given efficiency shall be employed. Com- 
petition between employers seeking the best workers is expressed 
in the wage they offer, and competition between workers seeking 
the best employer is expressed in the wage they accept. This 
competition tends to bring the wages of workers of equal efficiency 
to equality and to ensure that the wages of workers of unequal 
efficiency shall be unequal. 

Taken alone this idea of wages treats of the supply of labour 
as being fixed independently of the wage, and of the wage as 
powerful only in directing the available supply. It is therefore a 
short-period consideration, dealing with market price rather than 
normal value. As in all short-period considerations, stress is 
laid on the quantitative side, on the notion of value falling with 
an increase in the supply of labour and rising with a limitation of 
supply. 

Secondly, there is the idea of wage payment which treats of 
work and wages as completely interdependent, since the product 
of each worker constitutes his payment. The product of each 
worker, represented by his wage, makes an effective demand for 
the produce of other workers. His addition to wealth is his claim 
upon it. Numbers are important only if with alteration in num- 
bers there are consequent alterations in productive power per 
head, or if the proportions between the different types of labour 
required be ill-adjusted. 

Finally, we may take the aspect of wage payments which is 
concerned with their effect on work and on the supply of workers, 
the wage being regarded as something that maintains the worker. 

These three aspects of wages are not antagonistic. It is clear 
from the outset that there is no contradiction between the first 
two, between that from which they are regarded as a distributive 
force and that from which they are regarded as the actual product 
of the wage-earner. The idea that the worker produces so much 
wealth and that his work is paid in proportion to the wealth he 
produces is, indeed, associated with the idea that the demand 
for and supply of such labour as he has to offer determines its 
value. Wages so determined are known as “ fair” or “ normal ”’ : 
fair in that they are equal to those of other workers of similar 
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capacity, normal in that they are the wages that tend to be paid 
under conditions of free competition. 

Each worker on this reckoning tends to get what his work is 
worth. It may be worth little. This admission does not apply 
only to bad workers. It certainly does apply to them, whether 
the badness of their work be due to bad character, bad health, or 
bad mental equipment. But- the question is not one only of 
efficiency but of the type of ability and of the number of other 
workers possessed of that particular type. Men and women may 
work hard and in their own line efficiently, but there may be so 
many others working hard and in the same line efficiently that the 
force of competition may give them a wage low compared with 
that given for work to which no more effort is devoted but for 
which the demand is greater in relation to the supply. 

Work which is not entirely unskilled may be ill-paid if the 
numbers competent to do it are great. This is, perhaps, especially 
the case with women’s work. No one can compare the work done 
in clothing factories in the machinery rooms in which women are 
employed with some of the work done in the cutting-rooms by 
men without admitting that the difference in the wage over- 
estimates the difference in skill.1 Professor Edgeworth, in dis- 
cussing the low wages of women workers, gives as a powerful 
cause of such wages the crowding of women into certain occupa- 
tions owing to their exclusion from others. 

Moreover, dull jobs, monotonous jobs, and unpleasant jobs 
largely tend to be done by workers receiving low wages. For the 
most part people receive more pay for amusing jobs, varied jobs, 
and, up to a point, pleasant jobs, because there are, in proportion 
to the demand, fewer people able to do these. Those engaged on 
them belong to fairly high grades, qualities being required which, 
whether owing to heredity or educational advantages, are com- 
paratively rare. Where the powers are equal it is true enough 
that any charm belonging to the work will lower the wage. I 
remember a discussion, initiated by a group of business men on 
the startling differences between their own incomes and those of 
professional workers of at least equal ability and more expensive 
training, being brought to a close by a member of the group saying 
that he supposed members of the professional classes were paid 
in self-satisfaction. It is probably true that men and women 
depress the rates in certain professions simply through their 
liking for the work. Few would object to rates being lowered in 


1 Economic JoURNAL, December 1922. 
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this fashion. Those who earn them accept pleasure in their work 
in lieu of money. 

But for the most part earnings are low in occupations that 
offer no special attractions and are filled by workers who, thanks 
to heredity, or sex, or environment, have little chance of entering 
others. The able man or woman has not only the fun of being 
clever, but the advantage of high earnings through belonging to 
a grade in which the numbers are relatively small. 

Work for which the “ normal ” or “ fair” wage is low may be 
of great importance. The fact that a man’s work is worth little 
may mean not that those who use his services could readily dis- 
pense with such services, but merely that they could readily 
dispense with him because of the numbers ready to fill his place. 
The thing done or service rendered by an ill-paid worker may be 
more essential than the services or products of many better-paid 
workers, but the relative wage rates in different grades are affected 
by relative quantities, and every grade contains some workers 
doing essential and some doing non-essential work. 

Workers are not, and are aware that they are not, entirely 
responsible for being of a particular type, for belonging to a grade 
in which numbers are great, for having entered an occupation for 
the products of which demand is small or has fallen. Their 
parents are responsible for their existence and largely for their 
early environment; their teachers and the State are largely 
responsible for their education or lack of education. Human 
beings do not come into the world in response to economic demand. 
Human life precedes economic activity, and special talents do not 
appear in exact and speedy response to the call for them. Hence 
the normal wage is frequently low for reasons outside the control 
of the worker. 

It is, perhaps, unfortunate that wages which reflect the value 
of the work done should be known as fair wages. It has already 
been stated that they are known as fair because they are, if 
mobility is perfect and competition free, equal to those of other 
workers of equal capacity and doing work offering equal attractions. 
It is the equality that has led to the epithet “fair.” But it is a 
not very convincing fairness to the man receiving a low wage 
whose work is worth little through no fault of his own. For 
when the demand price sufficient to absorb all the workers in 
a given grade is small or, in more technical language, when the 
marginal net productivity of such workers is low, when the workers 
in that grade are neither bad nor careless, other members of the 
community gain by cheap goods as the workers lose in low pay. 
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It is often thought, and it is sometimes true, that it is not the con- 
sumer who gains by the low price of labour, but the employer 
or some intermediary between the worker and the consumer. 
But whether this be the case or not, the worker sees no essential 
fairness in the fact that his low wages leave others with a pur- 
chasing power greater than they would otherwise possess. It is 
true, of course, that when he consumes the commodities that he 
helps to cheapen he gains with other consumers by their plenty, 
but, since the consumers of a commodity outnumber and are to 
some extent other than its producers, the gain to the worker is 
less than the gain to others. 

Plenty is generally an advantage to the community. We 
rejoice if land is plentiful in proportion to the population and rents 
are low. We should like capital to be plentiful and cheap, com- 
peting for employment at a low rate of interest. We are aware 
also that the owner of a limited supply of a commodity that 
becomes plentiful loses wealth as the consumer gains it. It is 
one of the anomalies of economic measurement that when a country 
becomes richer through an increased supply of certain goods, 
wealth as represented by those goods may be calculated as being 
less than before, because of the lowering of this exchange value. 
Plentiful crops, the discovery of mineral resources, enrich the 
world, but the value per bushel and per ton is decreased by the very 
plenty which increases general wealth. The owner of anything 
other than labour may be compensated, or more than compensated, 
by the greater amount he possesses. Not so the worker. Each 
worker is lord only of his own labour. His energy and his possible 
working hours are limited, and, given that he is using his energy 
through as many working hours as is compatible with efficiency, 
it is not in his power to balance the low value of each unit of 
energy by multiplying it. 

Recognition of this leads to limitation of output. There are, 
roughly, two ways in which men may increase their own wealth : 
by increasing or by decreasing production; by adding to general 
wealth so greatly that they command more of it, or by making 
rare that portion of it which they control. Adult workers who 
have their youth and their training behind them have little power 
of doing the first, and fall back on the second. Through limiting 
output, erecting barriers against new-comers into their trades, 
they may successfully maintain or raise their own wages. From 
this point of view the objection of men to opening to women any 
new branch of industry is perfectly logical. If women be found 
capable of doing work formerly reserved for men, and are allowed 
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to do it without let or hindrance, they will tend to have a depressing 
effect on the wage. Not because of their sex, but because of their 
number. Their exclusion from many trades makes their entry 
to any single trade formidable; they are jealously excluded from 
one type of work because they are jealously excluded from others ; 
thus they come to be considered natural blacklegs. 

The erection of barriers swells the numbers of those without 
and lowers their wages further. It may be said in parenthesis that, 
from this point of view, all rates of pay for women are abnormal, 
below the “ fair’ rate. Excluded from any one occupation, they 
lower wage rates in other occupations of the same grade, and if by 
such exclusion they are forced into the occupations of a grade 
below that to which they would otherwise belong they again lower 
the wage. If this line of thought be pursued further, it may be 
concluded that the normal wage of every occupation is constantly 
interfered with by monopolistic action, whether on the part of 
employers or employed, in other occupations. 

It is not profitable to pursue this subject further without 
discussing the third aspect of wages, and considering not merely 
the wage that a man is worth but the wage that he needs. The 
section of modern economic literature devoted to the dependence 
of labour on wages on the one hand and to the dependence of 
wages on the needs of labour on the other, is growing in volume 
and importance. Wages, in addition to directing labour and 
being a return of goods and services to labour in exchange for the 
goods and services it supplies, are expected to maintain the worker. 
The owner of labour alone among owners of any agent of production 
is supposed to live on the product of the thing he owns. The 
economic fact that to a great extent he does so has been exalted, 
like many another economic fact, into a moral obligation. And 
when the normal wage is low without discernible fault on the part 
of those who earn it, the moral obligation is shifted and it is said 
that the wage ought to be large enough for the worker to live on. 
No one suggests that landlords ought to live on their rents. We 
know that some of the larger landlords do and that some of the 
smaller ones do not, and we are aware, as was suggested earlier, that 
if improvements in methods of production or transport facilities 
lower the prices of agricultural produce and landlords’ rents it 
will be more difficult than before for landlords to live on their 
rents. From the economic standpoint we should care not at all. 
There would be plenty in the land, and though we might be sorry 
for individual landlords who had formerly subsisted on their 
rents, there are many who are capable of saying that it will be 
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good for landowners to have to do a little honest work. So it is 
with capital. Certain owners of capital live on their dividends, 
a fact that many resent. But the bulk of capitalists, those with 
small savings, do not depend on interest. Their dividends do not 
make their income, but are an addition to it. 

But, it being assumed that the worker lives on his wage, we 
concern ourselves greatly with-the question of how far wages do or 
can be made to respond to needs. Our concern may take the 
form of a demand, like that put forward by Mr. Clifford Allen 
in his Presidential Address to the Conference of the Independent 
Labour Party in April 1925 for “‘a universal living wage, dictated 
by the needs of a civilised existence and not dependent on the 
varying fortunes of each industry.” Or a problem may be 
presented as in the opening words of the report of the International 
Labour Office on Family Allowances: “In the determination of 
wages two somewhat conflicting principles may be detected— 
‘equal pay for equal work ’ or ‘ to each according to his needs.’ ”’ 
Or we may find the assumption, as expressed in Miss Rathbone’s 
book on the “ Disinherited Family,” that needs are an active 
factor in the determination of wages. Bachelors, she tells us, 
are enabled by the uniform wage system? “‘ at one moment to 
fight the battle of higher wages from behind the petticoats of their 
hypothetical wives and children, and the next to claim the wages 
thus won as their exclusive property.’’ And, in speaking of the 
jealousy of women felt by the male worker, she writes that this 
jealousy is? ‘‘due partly to his well-grounded fear that her 
lesser family responsibilities will enable her to undersell him.” 
And finally we have the attempts of legislators in setting up Trade 
Boards and other machinery for dealing with wages, crowned by 
the Widows’ and Orphans’ and Old-Age Pensions Bill, which 
deliberately attempts to make payments in respect of work 
cover the bulk of the cost of contributions for the maintenance 
of the worker during old age, of his widow after his death, and of 
his fatherless children until such age as they be thought com- 
petent to maintain themselves. 

We are challenged daily, by proposals for minimum wage 
rates, cost of living standards, family allowances, contributory 
insurance schemes, to consider the connection between the normal 
wage and a wage adjusted to the needs of the worker. The 
question is a complicated one. Marshall writes *: ‘‘ Wages tend 
to equal the net product of labour; its marginal productivity 


1 The Disinherited Family, Eleanor Rathbone, p. 56. 
2 Ibid., p. 48. 


> 


3 Principles of Economics, Marshall, Book VI. ch. ii. § 5. 
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rules the demand side for it; and on the other side, wages tend to 
retain a close though indirect and intricate relation with the cost 
of rearing, training, and sustaining the energy of efficient labour. 
The various elements of the problem mutually determine (in the 
sense of governing) one another; and incidentally this secures that 
supply price and demand price tend to equality.” 

It is far easier to see the connection between the wage and 
“ training and sustaining ”’ the worker’s energy than between the 
wage and the “cost of rearing” the worker. If labour be not 
adequately sustained during the period for which the worker is 
engaged the product will suffer. Diminution in the number of 
workers available, or in efficiency, or both, follows swiftly on lack 
of sustenance. Further, the wage must bear some relation to the 
cost of training, since so long as there are occupations which demand 
no training, or less training than others, those needing most will 
lack recruits if the earnings they offer are not relatively high. 

The cost of rearing the worker raises different questions. It 
is clear that the individual worker does not pay for his own child- 
hood; no bill of the cost is presented to him when he begins to 
work. It is equally clear that the childhood of most wage-earners 
is paid for from wages; part, and a considerable part, of the wage 
of many workers is devoted to the maintenance of their children. 
It may be said crudely, therefore, that unless wages cover the cost 
of rearing workers there will be no workers. It cannot, however, 
be asserted that because a worker pays certain expenses from his 
wage those expenses are the cause of his wage, or of any part 
of it. 

There is a tendency to assume that, while the efficient suste- 
nance of labour during working days and hours is a prime cost of 
industry to be covered by the wage, sustenance in non-working 
days and hours, in sickness, during unemployment, in old age and 
the maintenance of wife and children not only during but after a 
man’s working life, is a kind of supplementary cost for which 
provision should be made in respect of work done. This presup- 
poses a vast amount of calculation both on the side of the employer 
and the employee. 

First let us take the employee, as being the party to any wage 
contract most likely to reckon such costs. Here, roughly, we 
find workers divided into the calculating and non-calculating 
classes, those who expect security and those who do not: an 
expectation which probably makes a far sharper class distinction 
than that made by riches and poverty. ‘Calculating the 
future’ is an expensive and harassing occupation, generally 
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indulged in on an extensive scale only by the comparatively well- 
to-do, including those whose high productivity and, again com- 
paratively, rare gifts have secured high earnings. The supposed 
security of those who draw their incomes entirely from rents and 
interest, rudely as that security has been shaken from time to 
time, has been accepted as an ideal by many able to afford it 
through high earnings of hand and brain. Arrangements for 
contributory insurance schemes have long been common in the 
professions. Civilservants are accustomed to compulsory schemes. 
Compulsory schemes have been accepted by section after section 
of the teaching profession. They are under discussion for the 
clergy. The Local Government and Other Officers Superannuation 
Act of 1922 covered members of the medical profession working 
under local authorities, and a scheme which would apply to all 
doctors on the panel is being mooted by some of the doctors con- 
cerned. Contributory insurance schemes for the provision of 
pensions have, with the exception of some of the less exalted 
branches of the Civil Service, in the past been made compulsory 
among those classes who before their introduction attempted to 
make similar provision voluntarily. 

The same classes have perhaps more than others calculated 
the number of children whom their earnings would maintain. 
The fertility statistics of the last census show that the professional 
classes, who are very largely the calculating classes, have a lower 
fertility rate than any other occupied section of the community : 
-90 being the average number of children under sixteen for married 
men in the professional classes as compared with 1-27 among all 
married men. 

These classes who calculate the future are but a small section 
of the community. For most earners the exigencies of present 
maintenance exclude considerations of future maintenance. 
With dependents the case is somewhat different ; more and more 
every class of the community tends to consider the possibility of 
making good provision for its children, and more and more do the 
parents of every class recognise that they can provide for their 
own needs by limiting the size of their families. The importance 
of both considerations is enhanced by the raising of the school- 
leaving age. The first consideration reacts on the health and 
efficiency of the children and stimulates the activity of the parents, 
while both tend to lessen the number of children. 

The effect on earnings of calculations made by the worker, 
either for his own future and that of his dependents or for the 
present needs of his dependents, is not easy to trace. A stimulus 
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to activity which in effect raises the wage-earner to a higher grade, 
increasing his productivity and general wealth, makes him worth 
a higher wage. A limitation of numbers is slow in its action on 
supply, and, since it cannot be assumed that each grade or occupa- 
tion is entirely self-recruiting, no positive result can be ascribed 
to it, except in so far as it is thought that a general increase or 
decrease of population is likely to cause a general rise or fall in 
wages—a question round which controversy has raged for the 
last and is likely to rage for the next century. It may be assumed 
that a limitation of numbers in the lowest grades would have a 
beneficial effect on wages, but it appears that even this form of 
calculation works less strongly in such grades than it does in higher 
ones. 

Before further considering the effect of calculations made by 
the workers on wages, it will be well to turn to the question of how 
far such calculations affect the employer, purely from the business 
point of view. The employer is concerned to pay such a wage as 
will, within the limits of his vision, keep his firm effectively staffed. 
His range of vision will extend over sickness as well as health, 
even over some unemployment as well as employment, according 
to the need of his particular firm for employees who know their 
job and the firm. But, apart from philanthropy, it will not extend 
forwards to the period in which men cease to work for him, any 
more than it will extend backwards to the period in which they 
have not begun to work, save in so far as a higher wage is needed 
to induce parents to pay for the education or training appropriate 
to the particular work. Nor, again apart from philanthropy, will 
it extend to the sustenance of children, save in so far as it appears 
that lack of sustenance for the children leaves the workers without 
sustenance to an extent which reacts on their efficiency. This is 
likely to happen only amongst the most ill-paid workers, ill-paid 
because of the number of others ready to replace them; therefore 
such a reaction on wages is not likely to be very powerful. The 
children of the worker may, of course, be the future recruits of 
the firm to which their father belongs, but there is no certainty 
about this. In some cases, as in the mining industry, where 
families are relatively large but where male labour only is needed, 
some of the children will necessarily be of the wrong sex. For, as 
Cobbett ruefully remarked, “‘ where there be men and boys there 
will also be women and girls.” 

The upshot of this discussion of the effect of calculations relating 
to old age and dependents is that for the most part where they 
have been made voluntarily they have been the effect rather than 
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the cause of high earnings, and that, apart from the more immedi- 
ate needs of labour, normal wages are not adjusted to cover 
them. Employers have not reckoned the whole of the worker’s 
life or the maintenance of his dependents as an overhead charge. 
They do not pay adult male employees at a high rate because they 
have families dependent on them or because they must make 
provision for the future, but because their productivity is relatively 
high and because they are strong and experienced workers. They 
do not gravely reckon the average family of an average worker, 
they reckon what the man’s work is worth. 

Nor do the needs of the worker provide him directly with 
additional bargaining power. It has generally been recognised in 
foreign trade that needs are a weakness and not a strength in 
bargaining. It is the same with the worker. As far as fighting 
strength goes, bachelors who are without dependents can fight 
more effectively than men with families. And the mere acquisition 
of a new set of needs, unless it stimulates activities and so is part 
of a higher standard of life, adds to misery and not to wages. To 
a certain extent it is notorious that dependents do stimulate 
activity, married workers being generally steadier and more 
regular than unmarried ones. Their higher productivity raises 
theirearnings. But it is to be feared that bargaining power is in no 
way enhanced by the number of dependents, and everyone can 
call to mind cases of men who dare run no risk of losing their 
job because of their wives and children. 

In view of this, we may think it fortunate that some workers 
who get low wages have few needs. Young untrained workers 
whose productivity is low have no dependents. They have often, 
in fact, just ceased from being dependents themselves and become 
contributors to the family wage. If women are crowded into a 
somewhat small number of occupations with low rates of pay, it 
is some comfort to remember that they have comparatively few 
dependents to suffer from those low rates. 

If we agree that the normal wage in some cases rises above and 
in many falls below the wage required by the worker for his main- 
tenance in the future as well as the present and for the maintenance 
of his wife and family in both the present and future, what should 
be our attitude towards the many persons and bodies who are 
concerned with raising the wage rate, with charging provision for 
unemployment and the future on to wages, and with readjusting 
wage rates? Measures concerned with wages may be put into 
three categories roughly coinciding with the three aspects of wages 
with which we began. First, there are those which are concerned 
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with the mobility of labour, with seeing that labour is as swiftly 
as possible directed where it is most needed, by the dissemination 
of knowledge, by facilities for movement such as are offered by 
the Employment Exchanges, by vocational selection, by the 
efforts of Trade Unions to ensure that in every instance the rate 
received shall be at least the normal rate. Secondly, there are 
those which attempt to increase the productivity of the worker 
and raise him from one grade to another; such as measures of 
educational reform, improved social conditions, even, when 
wages are very low, minimum wage rates which by improving the 
health of the worker increase his productive capacity. Thirdly, 
there are measures which attempt something further and try either 
to add to the normal wage rate or to ‘“‘ stretch ”’ the rate so that it 
will pay for things that it did not previously pay for. I do not 
propose to discuss the first two categories. Their value is obvious. 

But we are being forced increasingly to discuss the third 
category. It includes schemes for fixing such minimum wage 
rates as do not increase productivity : cost of living standards 
when they attempt something other than the maintenance of the 
normal wage; schemes for subsidising certain sections of wage- 
earners, such as the Family Allowance system; and schemes for 
stretching normal wages to cover certain costs, such as compulsory 
insurance schemes. 

Where these schemes ensure a given rate of wages their 
advocates desire that it should be secured without unemploy- 
ment ensuing. They do not wish either to raise the wages of the 
individual at the expense of his earnings or to raise his earnings 
at the expense of the employment of other workers. Where, as 
in compulsory and contributory insurance schemes, a charge is 
levied on employer and employed, it is presumably not desired 
that unemployment benefit should be provided by measures 
which, by making labour costs high, increase unemployment, or 
that hypothetical widows and fatherless children should be 
provided for by schemes which, by reducing wages, stint actual 
wives and children whose fathers are living. 

Minimum wage rates may be maintained without unemploy- 
ment following when, as has already been suggested, through 
their reaction on efficiency they increase the value of the work 
done, and also where the demand for the labour employed is 
inelastic. Trade Boards have proved this. And it may further 
be argued that, when normal wages are too low to provide adequate 
maintenance for all workers belonging to a given grade, it is better 
to enforce a wage adequate for the maintenance of a certain 
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number, and, having so produced a certain amount of unemploy- 
ment and defined the problem, take steps to deal with the unem- 
ployment. It may be better to have eighty or even fifty per cent. 
of workers of a given grade adequately paid and the remaining 
twenty or fifty per cent. unemployed, than to have a hundred per 
cent. inadequately paid. 

When the question is one not of the minimum needed for 
efficient sustenance but of the relative rates in different occupa- 
tions, according to the degree of skill required and the customary 
rates for work of a given kind, the problem becomes different, as 
in the case of cost of living standards. There is nothing sacred 
about relative wage rates; they are exceedingly arbitrary as 
between different occupations and between different types of 
skill in the same occupation. Wage rates normal in the past are 
not normal in the present and will not be normal in the future. 
They are subject to infinite variations in accordance with the 
changes in demand (including changes in the scale of the market), 
changes in the structure of industry, and the progress of invention. 
The alterations in industry which took place during and immedi- 
ately after the war must have been as bewildering for the unskilled 
labourer in this country, who found himself better off in 1922 
than in 1914, as for the skilled labourer who found himself worse 
off.1 It was not unnatural that in the case of the second bewilder- 
ment should be accompanied by resentment and succeeded by 
efforts to restore the former balance. But the balance is mobile 
and cannot be stereotyped. It is a pointed commentary on this 
fact that the Cave Committee reporting on the Trade Board Acts 
in 1922 advised that the Boards should in future confine their 
activities to the settlement of wages when such wages are unduly 
low and no other adequate machinery exists for their effective 
regulation. The report further deprecated the attempt to fix a 
national minimum wage for all trades, on the ground that it 
raised 2 ‘‘ highly controversial questions, not only as to the 
principle upon which a general minimum wage should be based, 
but also as to the relationship of men’s and women’s wages, the 
provision to be made for dependents, and the possibility of 
distinguishing between district and district.” This report and 
consequent legislation marked the abandonment of one attempt 
to legislate on relative wage rates. But if one attempt was 
abandoned, others remain. The minimum wage rate in the coal- 


1 Manchester Guardian Commercial, October 1922. 
2 Report to the Minister of Labour of the Committee appointed to inquire 
into the working and effects of the Trade Board Acts, 1922. 
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mining industry is being hotly discussed and, apart from legislative 
enactments, cost of living standards as a basis not for wages but 
for fluctuations in nominal wages are commonly enforced by 
Trade Union action. In so far as such standards are adjusted 
to meet changes in the general price-level due to fluctuations in 
the quantity of currency they tend to restore and maintain the 
normal rates of real wages; but when they are adjusted to meet 
changes in the general price-level due to an increase or decrease 
in the production of wealth, or to maintain for as many workers as 
before in a given occupation the standard of living formerly 
enjoyed by its members when the conditions of or demands for 
their work have changed, the position is different. If, for instance, 
the price-level falls because there is greater production in the 
country, there is no reason why the worker should not share in 
that increased wealth by retaining at least his former nominal 
wage, and so be enabled to raise his standard of living. It is 
also to be feared that the better-paid workers at least should share 
in the lessened wealth which is represented by a higher price-level 
when prices rise because wealth is scarce. Finally, with changing 
conditions the relative numbers of workers required for work of 
different types will vary, and if the relative wage rates may not 
vary labour will not be discouraged from entering occupations 
where it is not needed or encouraged sufficiently to enter those in 
which the demand for it has increased. This may lead to an 
increase in unemployment, acting in the same way as mistaken 
investments of capital in attracting labour to and locking it up 
in industries in which it cannot be absorbed at rates equivalent 
to those paid for similar labour elsewhere. 

This is well-trodden ground, from which we may pass to the 
disputed fields of subsidies, allowances, and contributory insurance 
schemes. For a wage which is “ above the normal ”’ is in effect 
a subsidy given to the worker in respect of a particular type of 
work. In a sense, nomenclature matters little. We tend to call 
anything a wage which is given by an employer to a worker, and 
to call anything a subsidy which is given to a worker or an industry 
or anyone or anything else by the State, and to dub as taxes 
revenue collected by the State. For practical purposes this 
is a convenient definition. But when we come to analyse pay- 
ments above or below normal wages, we find that we are generally 
tracing their incidence and dealing with transferences of wealth 
rather than with costs. 

There is little disguise about the “tax and subsidy ”’ nature 
of the family allowance system. Bachelors are to be taxed, or 
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to tax themselves, for the sake of men who have families. It is 
recognised that it is on the whole unwise to put the administration 
of the “ tax and subsidy ” in the hands of the employer, lest he 
should mistake a tax and subsidy scheme for a new wage system 
under which it would be greatly to his advantage to employ 
bachelors rather than married men. Once it is frankly admitted 
that large families neither force nor enable employers to pay high 
wages, we can if we wish settle down to a discussion of the ethical 
and economic advantages of family endowment. And we can 
contrast the advantages of making provision for families within 
each industry separately or through a more general scheme of 
taxation. If the bachelors are more willing to pay the tax when 
they see their comrades and their comrades’ children benefiting, 
the first method has at least one great advantage. On the other 
hand, there are advantages in extending the area of the tax to 
bachelors not engaged in industries providing subsidies, and even 
to some who are not bachelors. There is much to be said from the 
point of view of the revenue in favour of taxing those who are 
without dependents far more fiercely than they are taxed at 
present, but the policy of earmarking taxation is always a some- 
what doubtful one, as earmarked contributions may be less or 
more than is needed to cover the cost of the object for which they 
are earmarked. 

From the suggestion to tax certain wage-earners for the benefit 
of other wage-earners we may pass to the practice of taxing 
wage-earners for their own benefit, as embodied in unemployment 
and health insurance schemes, in the various pension schemes 
already adopted in the Civil Service and as proposed in the 
Pensions Bill. It may be said that here we are not dealing with 
taxation but merely with deferred pay; that the contributions, 
covering as they do the workers’ own risks, are a forcible method 
of saving, but cannot fairly be called taxation. This is perfectly 
true when the saving would or could be made voluntarily. Indeed, 
when a compulsory savings replace voluntary savings the worker 
may gain in earnings, since the compulsory scheme may contain 
a contribution from the Exchequer and large-scale insurance is 
cheaper than small-scale insurance. But when wage-earners are 
too poor to save, enforced saving leaves them for the time being 
poorer than before, and Mr. Neville Chamberlain’s hope that the 
Pensions Bill? “‘ would encourage people to try to add to the 
benefits and thus achieve complete independence for themselves ” 
is likely to be frustrated by the reduction in their means. We are 


1 The Times, May 19, 1925. 
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agreed that the benefits of these schemes must be secured. We 
are probably agreed that they must be augmented. But the 
provision of future benefits by taxes on present wages may not 
be the best method of giving such benefits when wages are low. 
The wage may be too small to be deferred. Nor does the fact that 
employers pay a larger proportion when the wage is exceedingly 
low help those who are on the verge of unemployment and may 
by this arrangement be pushed over it. 

It is to be feared that if normal wages be not adequate to 
cover calculations for the future, contributory schemes, however 
advantageous, may make things more difficult than before for 
workers belonging to a grade in which numbers are great in pro- 
portion to demand. It cannot be assumed that the demand for 
labour within this grade is inelastic. In many instances it may 
be, as when labour paid at a low rate is employed in co-operation 
with better-paid labour and in industries in which its cost is but 
a small proportion of total cost. But frequently the demand is 
elastic, as in agriculture, where we are constantly told that 
labour cannot profitably be employed even at minimum wage 
rates which seem to many of us less than moderate. 

Contributory insurance schemes have occupied much attention 
lately, probably more than they deserve. The contributions 
demanded by each individual scheme are no great matter; even 
taken together they do not amount to a vast charge per worker. 
But, small as they are, they are of interest as being attempts to 
stretch the normal wage to meet the needs of maintenance when, 
in terms of that wage, the worker is not always worth a rate which 
will enable him to meet all the demands made upon him for his 
own immediate support and that of his family. 

The normal wage is defiantly rigid. It is also brutally erratic. 
It will not be stretched to meet any but the most immediate 
needs of workers in low grades ; it is capable in times of depression 
of falling below even that low standard. In the process of assert- 
ing itself it drives men ruthlessly from occupations for the pro- 
ducts of which demand has fallen. The secret of its mastery lies 
in the fact that it offers the one price at which all labour of any 
given grade can be absorbed in the occupations to which it is 
admitted. Whatever be the rights of the coal dispute, it is true 
that a point may come at which any industry or any single firm 
in an industry may be unable to pay a living wage to all those 
occupied in it; a point at which, to quote the Court of Enquiry, 
the “economic” wage does not yield a “social”? wage. The 
normal wage commonly offered in other occupations for the same 
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grade of labour will only be given in such an industry when 
enough men have left it to make the rate even throughout the 
grade. In the meantime labour may suffer greatly, and the 
productive power of all industry may suffer, since nothing is so 
destructive to a man’s capacity or more likely to force him into a 
lower scale of labour than a prolonged spell of unemployment. 

There are those who hope that in time the normal wage may 
in all ranks of labour be at least adequate to maintain workers and 
their families through all uncertainties and vicissitudes. They 
believe that the progress of invention will immensely increase 
productivity; that improved business methods on the one side 
and rising standards of work on the other will make each worker 
more productive; that ultimately education will raise all workers 
to the ranks of those whose work is worth much. But until that 
Utopia arrives it is well to recognise that, except by making 
wages abnormal, we cannot at present expect them in all cases 
to do what is required of them. The normal wage may be 
subsidised, either by additions to it by the State with all the 
attendant difficulties, or by Trade Union action, effective where 
demand is inelastic, in making the consumer pay a tax in the form 
of a higher price for the products of labour. Monopolistic action 
limiting entries to a trade or limiting output, beyond the point 
at which such a limitation is important for the health of the worker, 
may raise the wage payments above what is normal, but at the 
expense of making them abnormally low elsewhere in the first 
case and making the country poorer in the second. 

It is blindness to pretend that the normal wage must necessarily 
provide for all needs, or that the worker is necessarily to blame 
if it does not. Those more fortunately placed among the workers, 
as well as among other classes of the community, often gain by the 
cheapness of the goods made by workers whose work is worth little 
because their numbers are great. But the community as a whole 
does not gain because the workers receiving low wages are part 
of the community. 

It is roughly true that the normal wage distributes labour well 
through distributing wealth ill. Redistribution of wealth is 
therefore held to be necessary. Redistribution in the name of wages 
tends to interfere with the distribution of labour. Yet, partly 
because the name is honourable, partly because some believe wages 
to be docile and plastic, redistribution under this head is popular. 
Normal wages are expected to meet expenses not calculated in 
their payment, while payments not related to the value of the 
work done bear the name of wages. LynDA GRIER 

No. 140.—VvoL. Xxxv. NN 











THE ECONOMIC LAG OF AGRICULTURE 


I. INTRODUCTION 


In passing from statics, the study of forces in equilibrium, 
to dynamics, the science of matter in motion, we enter a new 
region where time is of the essence of the problem. This is true 
both in the first simplified formulation of the subject and also 
when complicating factors, such as friction or viscosity, are 
brought into a more complete account. 

Somewhat similar phenomena appear in economics. When 
we pass from the classical theories of economic equilibrium to 
the study of the actual movements of an industry at work, we 
find that time is an essential factor. Let us take an extreme 
example. Owing to inertia and their long natural period of 
vibration, the ocean tides are always in opposite phase to the forces 
which cause them. And so, owing to economic inertia, economic 
changes may for a time proceed in what seems the wrong direction. 
Moreover, the secondary, disturbing factors in economics are more 
complex and difficult to calculate than in dynamics, for they 
include the elusive element of human psychology. 

Of all time factors, few seem more important than the economic 
lag between expenditure and receipts. Its financial effect depends 
on the nature and customs of each particular industry. The 
builder of a house or a ship signs a contract at a given figure, and 
any subsequent fall in price of his materials works in his favour, 
while a rise is against him. A shipbuilder probably insures 
against a serious rise by arranging an option to buy iron and steel 
forward before signing his contract, though it must be difficult 
to eliminate all risk in this way. 

On the other hand, a farmer, or anyone else whe produces 
first and takes the chances of his market afterwards, finds the 
economic lag of his industry tending in the opposite direction. 
He gains by a rise and loses by a fall in prices. Moreover, in 
these industries no mechanism of insurance against a change in 
price seems available. 

The farmer, especially the arable farmer, suffered severely 
during the few years of falling prices from 1920 to 1923, and it 
is generally recognised that his losses were largely due to the 
slowness of his “‘ turn-over.”” But no attempt has been made to 
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place this knowledge on a quantitative and scientific basis, to 
adjust curves of prices and costs to show its effect, or to consider 
its full bearing on national agricultural policy. No attempt, 
indeed, seems to have been made to investigate the economic 
lag for any industry, though it has a direct bearing on general 
economic theory. 

The following paper deals with the problem in the case of 
agriculture, different types of farming being studied as examples. 
The full details of the agricultural calculations will be found in 
the Journal of the Royal Agricultural Society.1_ The present account 
is restricted to matters of economic interest. 

The results are best set forth by means of diagrams, as on 
pages 546 and 551, in which curves are drawn to trace the varia- 
tion with time of the average price of (1) a farmer’s products, 
and (2) his purchases and other costs. Price p and cost ¢ measure 
the rate per unit time of receipts rand expenditure e respectively. 
Hence, for a time dt, so short that p and ¢ are sensibly constant, 
we have dr=p dt and de=cdt. For a finite time ¢, the 


total receipts and expenditure are measured by p dt and i c dt, 


that is by the areas under the curves of prices and costs as bounded 
by vertical lines through the points corresponding to the beginning 
and end of the time. Profit, the difference between receipts 
and expenditure, is therefore represented on the diagram by the 
difference of these two areas, that is by the area between the 
curve of prices and the curve of costs. To investigate the effect 
of economic lag, the curve of costs must be shifted to the right 
by an amount representing the lag so as to bring the points 
showing the price of produce and the cost of growing it into the 
same vertical line. 

If a farmer’s costs were spread evenly over the farming year, 
from an autumn sowing to harvest, and the produce were sold at 
the following Christmas, the costs would begin at fifteen and end 
at three months before sale—an average lag of nine months. In 
practice, of course, the outlay occurs at irregular intervals and in 
differing amounts. Taking any one crop, the average number of 
months before sale of each item of expenditure, multiplied by its 
fraction of the whole costs of production of the crop, gives its 
weighted lag. The sum of the weighted lags for each item of 
expenditure gives the economic lag for the crop. 

It is clear that the whole rotation of crops must be brought 
into account. Thus with a four years’ rotation—roots, barley, 


grass or clover seeds, wheat—the benefit of the cleaning culti- 


1 Volume 85, 1924, p. 122. 
NN 2 
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vations for the root crop, and sometimes of its unexhausted 
manure, have to be spread over all the four years, and divided 
in right proportions between the roots and the three succeeding 
crops. This has been done in accordance with the values 
accepted by the Institutes of Agricultural Economics. 


II. THe CALCULATION oF Economic LaG 


The calculations for two kinds of produce—barley and milk, 
which happen to be the most important on the farms chosen 
for study—may be considered as examples. 


1. Barley 


On an arable farm with a four-course rotation of roots, barley, 
‘‘ seeds ’’ and wheat, some of the roots (turnips, swedes, etc.) will be 
fed to sheep where they grow; others (mangolds or sugar-beet) 
may be carted away to a clamp or for immediate sale. These 
two methods of procedure differ not only in their result on the 
economic lag of the root crop, but also on the lag of each succeeding 
crop in the rotation. If the crop be carted away, it absorbs all 
the manure used. If it be fed to sheep on the ground, this manure 
is replaced by the sheep-dung, which is considered to be of equal 
virtue. All the manurial value has then to be carried forward to 
the other crops. 

Taking barley as an example, we must begin our consideration 
three years beforehand, when the ground is being prepared for 
wheat. Perhaps ten loads of farmyard manure are then spread 
on each acre of the ground: 50 per cent. of the value of this 
dressing is credited to the wheat, 30 per cent. to the roots, and 
20 per cent. to the barley. Thus part of the costs of the wheat 
year are carried over to the barley crop, and consequently an 
appropriate fraction of the rent and rates paid in the wheat year 
has also to be brought forward. A year later the land is occupied 
by roots, and cleaned of weeds by tillage operations. The value 
of this cleaning, with probably a second dressing of manure, has 
again to be apportioned. Finally, the costs of ploughing, sowing, 
harvesting and marketing the barley crop itself have to be dealt 
with, and the remainder of the rent and rates charged. Thus the 
total costs and lag work out somewhat as follows (see p. 539). 


2. Milk 


In dealing with milk production we have to consider conditions 
differing somewhat in grass and arable countries. The details 
given below refer to a grass farm. 
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The costs are divided into two groups, the cost of feeding and 
otherwise supplying the existing dairy herd, and the cost of rear- 
ing the number of calves needed to replace old cows drafted out. 
Let us take the rearing first. That part of the food which is home- 












































Years Cro Cost Lag =r 
before than Expenditure. in in |W oe 
sale. grown. shillings.| months. ee 
(a) BARLEY FOLLOWING Roots CARRIED OFF THE FIELD. 
3 Wheat. Farmyard manure, 10 loads, 
60s.; carting and spread- 
ing, 15s. Total, 75s., 20 
per cent. : “ : 15 39 4-1 
Rent and rates, 30s., say jz 2-5 32 6-6 
2 Roots. Cleaning tillages, } x } x 51 17 24 2-9 
Manures exhausted } — — — 
Rent and rates, 30s say 75 2 16 0-2 
1 Barley. | Ploughing . : : : 15 14 1:5 
Seed, 208.; cultivations, 5s. 25 9 1-6 
Harvesting and thatching 22 + 0:6 
Threshing and marketing 18 1 0-1 
Rent and rates, 30s., x $4 25-5 4 0-7 
142-0 12:3 
Manure correction (explained below) 0-3 
12-6 
(6) BARLEY FOLLOWING Roots FED ON THE FIELD. 
3 Wheat. | Asabove. Manure . ? 15 39 3-2 
Rent and rates . ; : 2:5 32 0-4 
2 Roots. Cleaning tillages as above . 17 24 2-3 
Farmyard manure, 8 loads, 
48s.; spreading, ete., 12s. 
Total, 69s., 50 per cent. . 30 24 4:0 
Artificial manure, 15s., 50 
per cent. : : ‘ 7:5 20 0-8 
Rent and rates, 30s., x 11. 12 16 1-1 
] Barley. | Ploughing . : p : 15 14 1-2 
Seed, 20s.; cultivations, 5s. 25 9 1:3 
Harvest, etc. ‘ 2 ‘ 22 4 0-5 
Threshing, ete. . ; P 18 1 0-1 
Rent and rates . ‘ 2 15:5 + 0:3 
179-5 15-2 
Manure correction 65 
15-85 














Corrected mean lag of barley crop, 14:3 months. 


grown is itself subject to lag, and this lag must be added to the time 
before the calf becomes a heifer in milk. (First table on p. 540.) 

Now let us consider the running costs of the dairy. With a 
total of 42 cows, at any time, an average of 7 cows will be dry 
or suckling calves, leaving 35 in milk. 9 calves must be reared 
each year to maintain the dairy. (Second table on p. 540.) 
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The milk produced one month is paid for during the next, so 
the lag is only 1-0 month. Rent, not due for six months and 
probably not paid until May and November, has a negative lag. 
































Cost in | Food | Milk Total | Weighted 
shillings.} lag. lag. lag. lag. 
Calf. First month, milk and 
extras - a . 35 6-0 30 3-6 2-79 
Rest of first year’s food , 100 5-0 24 29 6:43 
Labour, rent, rates, etc. . 80 — 24 24 4-57 
Yearling. One year’s grazing . 156 4-0 12 16 5:53 
Heifer. Six months’ grazing with 
extra food : : 80 4:0 3:5 7:5 1-33 
451s. = £22 11s. 20-65 
Correction for manure which enters into the lag of home- 
grown food . ‘ ; s : a - ; “15 
Corrected lag of rearing : : ‘ . . - | 20-8 








We must now combine the results. Of the total costs, £875 
has a lag of 4-60 months, and £203 a lag of 20-8. Properly weighted, 
these give a combined lag of 7-65 months. 

















Cost Food Milk | Total | Weighted 
in £. lag. lag. lag. lag. 
Dry and suckling cows. Four in | 
winter, three insummer. Food 33:7 4:0 2:5 6-5 +25 
Charge the four with labour, rent 
and rates s : : : 10-3 — |-10 |-—1-0 —-01 
Cows in milk (35) food at 6s. week | 546 4-0 1-0 5-0 3-12 
Extra labour of cowman ls. 6d. 
per cow per week . ‘ . | 136-5 —_ 1-0 1-0 1-56 
Labour, rent, rates, etc.,in winter | 148 — |—25 |—2-5 — +42 
874-5 Lag . . , 4-50 
Cost of rearing nine calves. . | 203 Correction . : 10 
Total costs . . | £1077-5 | Corrected lag of dairy 4:60 














When milk is produced on an arable farm, the cost of rearing 
calves seems rather higher, and the home-grown food has a higher 
lag. The effect of these differences is to make the final economic 
lag 8-2 months instead of 7-65. 


3. Corrections 


Calculations carried out by similar methods give the crude 
economic lag for the other kinds of agricultural produce. The 
results are given below in Tables III and VI, and will be seen to 
vary from 3-9 months for pigs on grassland to 17-7 months for 
bullocks fattened on an arable farm. 
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This crude lag is subject to two corrections. The first depends 
on the perpetual cycle of agricultural work. A value has to be 
assumed for farmyard manure spread on a root crop or on the 
ground cleared of “ seeds’’ before it is ploughed in preparation 
for winter wheat. The value depends on costs of production 
incurred some time before and is itself subject to economic lag. 

The correction varies from 2 to 8 per cent. for different arable 
crops. For live stock it only applies to the home-grown food, and 
is therefore only a quarter or a third of these values. It may 
perhaps be argued that there is a lag of some three months in 
producing farmyard manure, which will itself be subject to a 
similar error, so that we shall get a correction of a correction, and 
so ad infinitum. Luckily, these corrections form a convergent 
series. Eight per cent. of 8 per cent. is but little more than half 
of 1 per cent. of the original, and for our purposes is quite negligible, 
and so a fortiori are corrections of higher orders. We may rest 
satisfied with our first adjustment. 

When this correction is applied, we get the normal economic 
lag for times when no great change in costs is going on. 

But, when prices change rapidly, a second correction is neces- 
sary. The costs when incurred may be either higher or lower 
than they would be at the time of sale. This will affect the 
fraction of the total cost to be charged to each operation, and thus 
alter its weighted lag. 

The correction may be investigated mathematically on the 
assumption that work is carried on regularly over the whole time 
of cultivation, so that the normal economic lag is half that time, 
Of course this is not justifiable for any one crop, but, when applied 
to the complete working of a farm, it will give a fair indication of 
the effect of changing prices on the average economic lag. 

If prices of supplies and other costs of production are constant 
throughout the time of cultivation, the total cost, c, is proportional 
to the time ¢, or 

C= as 
where a is a constant, measuring the price, and c is given by the 
rectangular area under the horizontal price line of a costs 
diagram. 

If, on the other hand, the price changes at a constant rate, b, 
as time goes on, its value will rise from a to a + bt in a time t, 
giving an average price of a + }bt. Thus, for the area measur- 
ing the total cost, we must write 

c = at + $be?. 
Hence de = (a + bt)dt. 


I 
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Now, dl, the weighted lag of each operation, may be taken as the 
product of the time and the element of cost, dc, or 


dl = tdc. 


The whole weighted lag is found by integrating this expression, 
and the average economic lag, 7, by dividing this integral by that 
giving the total cost. It will be seen that here we divide once for 
all after addition, instead of for each item of cost as in the tables : 
the result is, of course, the same. 


We get 
hex [ tae = [a 


= §(at + bt*)dt ~ \(a + bt)dt 
= (Lat? + 1bt3) = (at + 4b) 
3a 7 30t x t 
a+ bt” 


This gives the economic lag of a farm if the cost of cultivation 
per month is a, and the rate at which the cost is changing per 
month is, at the moment, b. 

Now to take a practical example. Let us imagine that costs 


are changing at a rate of 1 per cent. per month, or 12 per cent. per 
12 


a 
annum. Thenb = 100” and, for a year, t = 12, so that bt = 100%" 
54 
Hence we find that 7 = i06 * 12 = 6-11. 


If there had been no change in prices, the average economic 
lag of cultivations carried out evenly over twelve months would, 
of course, be six months. Hence the effect of the change of 
1 per cent. per month in prices is to cause a change of 0-11 in 6, 
or 1-8 per cent.,in the economic lag. From this the effect of other 
rates of change in costs can easily be calculated, and a costs curve 
be corrected from point to point. 


III. APPLICATION TO DIFFERENT TYPES OF AGRICULTURE 


Having investigated the normal economic lag for different 
kinds of agricultural produce, and the corrections which must 
be made to the crude values, we can apply the results in the study 
of any one type of farm. 

Agriculture differs so profoundly in different parts of the 
country and on different kinds of soil that it seems useless to 
consider it as a whole. But no one observer in a limited time can 
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deal with every type. I have therefore studied two farms repre- 
senting strongly contrasted practice—an arable light land “‘ sheep 
and corn’ farm in East Anglia, and a grass dairy farm, mostly 
on heavy clay, in the west of England. 

From the operations on these two farms from Michaelmas 
1923 to Michaelmas 1924 the distribution of the total cash receipts 
and expenditure among several items was determined. Then the 
total economic lag of each farm was calculated. 

No use has been made of the actual figures of profit and loss 
on the individual farms. Such figures depend on too many 
accidental factors to be of much value. It was thought better 
to trace the effect of prosperity and adversity by taking the per- 
centage increase in prices over those of 1911-13 from the official 
returns, and calculating the effect on the receipts and expenditure 
of anidealfarm. Results are thus obtained which do not depend 
on the skill of an individual farmer, the luck of the local market, 
or the vagaries of the English climate at one spot, but do fairly 
represent the unalterable economic factors which every farmer has 
to face. 

It should be pointed out that the present inquiry is not con- 
cerned with changes in stock-taking valuations. Such changes 
are, of course, responsible for a very great appreciation of capital 
assets during the years 1914 to 1920, and a more sudden deprecia- 
tion of large, though not equal, amount from 1920 to 1923. These 
changes as they occur are rightly brought into a farmer’s complete 
profit and loss account, though they do not affect his cash position. 
But, in this paper, we are dealing with cash trading accounts only. 


IV. East ANGLIAN ARABLE FARMING 


The first of the two farms to be considered in detail is a typical 
East Anglian light land farm, where barley is the chief product. 
Sheep, cattle and pigs are also bred and fattened, and a little 
sugar-beet is now grown. 

The total area is between 600 and 700 acres, of which less than 
16 per cent. is under permanent grass. The number of men work- 
ing per 100 acres is 3-69. The farmer himself is reckoned among 
these men. In 1923-4 the total sales amounted to £7 19s. per 
acre, and £215 per man working on the farm. 

The percentage of the total sales in 1923-4 contributed by each 
commodity is given in the second column of Table I. The 
succeeding columns show the effect of the rise and fall in prices 
during the years 1914-24 as given by the official returns of the 
Ministry of Agriculture. 








544 THE ECONOMIC JOURNAL [DEC. 


TABLE I 


Percentage Increase in Prices of Produce from an Arable Farm 
compared with the Average of the three years 1911-13. 














Per- 
centage} 1914.) 1915.) 1916.) 1917.) 1918.| 1919.) 1920.) 1921.) 1922.) 1923.) 1924. 
of sales. 
Wheat 72 7 2 79 | 182 | 128 | 123 | 147 | 119] 46 | 40-5] 52 
Barley 42:4 —4] 31 86 | 128} 108 | 167 | 215 84] 41 | 34-6] 65 
Oats 2:0 5] 52 68 | 151 | 149 | 164 | 187 72 | 47 | 43:2) 38 
Cattle 10-1 6| 36 58 | 105 | 111 | 182} 163 | 127] 63 | 51 53 
Milk 5:8 8] 17 57 91 | 151 | 200 | 203 | 163] 79 | 75 70 
Sheep 14-4 13 | 30 37 97 | 110 | 180 | 187 | 117 | 100 | 87 &7 
Pigs. ; 5-0 6; 29 67 | 126 | 166 176} 230] 128 | 87 | 65 37 
Hay and Straw 
(Hay : : 3-9 | —23 6 52 57 87 | 157 | 192 51; 40 | 30 3 | 
Mangolds, Sugar- 
beet, etc. (Veget- 
ables) i ; 9-2 8] 24 54 | 188 | 157 | 157 | 119] 146] 96 | 48 65 
Totals weighted for 
percentages of 
sales " - | 100-0 1:7 | 31-6 | 72-1 | 117-9) 119-6) 155-9) 190-6) 106-5) 61-7} 49-2 | 61-9 









































We have now to turn to costs of production and treat them in 
the same way as we have done the receipts. 

It would be desirable for the sake of completeness to reckon 
separately the charges for railway and other transport, which are 
now included in the various items of these costs, and adjust some 
of the receipts which are also affected by transport charges. This 
would be easy to do in the case of, say, feeding stuffs and arti- 
ficial manures, but transport charges enter into such things as 
the cost of labour, and the receipts from the sales of grain, in a 
very complicated and elusive manner. Dealing separately with 
them would not appreciably affect the result of this inquiry, and 
therefore it seems better to leave them to be included in the 
different items as given. 

Nevertheless, it would be of interest if someone would take the 
trouble to analyse each part of a farmer’s receipts and expenditure, 
and estimate how transport charges affect his balance sheet at 
the end of a year. That is a separate problem which need not 
detain us here and now. 

The heaviest item in the arable farmer’s expenditure is labour, 
which, on the farm considered, amounts to 39 per cent. of the 
total costs in 1923-4. And, of all parts of the expenditure, the 
cost of labour is the most difficult to estimate accurately. 

In the annual Reports on Agriculture Statistics issued by the 
Ministry, details are given of dates and figures for the official 
changes in wage-rates during the life of the Wages Board, and 
estimates are given of minimum and average wages at certain 
other dates from 1917 onwards. From this source estimates 
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have been made for the average rates paid during each of the 
calendar years under review. It seems that, compared with 
rates in 1911-13, the cash wages increased by the following 
percentages : 1917, 50; 1919, 136; 1920, 181; 1921, 163; 1922, 
100; 1923, 75; 1924, 56. 

On the whole, too, as is mentioned in the Reports, hours are 
shorter than before the war, though longer than in 1919 and 1920, 
and, at all events during the war, labour was less efficient. To 
allow for the increases in cost due to these causes, 15 per cent. has 
been added to the figures for the years 1918 to 1922, and 10 per 
cent. for the other years. The result is shown in the first line of 
figures in Table II. The first estimate given in the Reports is 


TABLE IT 


Percentage Increase in Costs of Production on an Arable Farm 
compared with the Average of the three years 1911-13. 
































Per- | | 
centage} | | | 
of | 1914.) 1915.) 1916. 1917.) 1918.| 1919.) 1920.) 1921.) 1922.) 1923.) 1924, 
costs. | | | 
Labour . : 39-1 5 20 37 55 | 108 | 156 | 208 | 187 115 83 2 
Feeding stuffs . 9-5 — 37 87 174 | 187 | 168 | 173 8 46 42 
Fertilisers. : 40 |-2 15 56 96 | 111 | 115 | 159 | 120 47 24 
Seed . E ° 6:2 1 27 60 101 132 158 192 | 115 75 35 
Implements, ete. . 9-7 2 19 53 72) 101 | 164 | 240 | 180 | 81 56 
Coal, stores, insur- 
ance, etc. ; 6:6 24 60 | 105 | 136 | 154 | 202 75 | 51 54 
Rent . 7” - 22-2 —_— _ _— _— — 15 15 15 |} 10 10 10 
Rates . ‘ ‘ 2-7 4 8 _ 8 16 40 | 120 | 135 | 120); 10 10 
Totals weighted for | 
percentage of | 
costs - ‘ | 100-0 2-4 | 18-4 37:7 | 62-2 | 92-0 | 121 “| 159-9} 121 ¥ 72°5 | 51-1 























for 1917, and the increase is assumed to have risen steadily from 
1914 till that year. 

Seed, in years when prices have been tested, seems to have 
varied approximately with the index-number giving the price of 
“agricultural produce” generally. This index-number has 
therefore been used for other years. 

The cost of implements, repairs, etc., is taken as the mean 
between the cost of labour and of steel bars as given in the 
Economist. 

Coal, stores, etc. are taken as increasing as the index-number 
of “‘ wholesale commodities other than food.” 

Rent was seldom changed during the war. In 1919 a rise of 
about 15 per cent. was common, which was often reduced in 1922. 
Rent increased less during the years under review than any other 
of afarmer’s costs. No allowance is made either for a salary for 
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management or for Bank interest on loans and over-drafts. Both 
have to be reckoned as paid for out of profits. This treatment is 
again in conformity with the practice of the Institutes of Agri- 
cultural Economics. 
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Absolute Profits and Losses of Arable Farming, taking the Annual Profit of 
1911-13 as 20 per cent. on the turn-over. 


The final yearly figures given in Tables I and II enable us to 
draw curves of relative prices and costs and therefore of receipts 
and expenditure on a typical light land farm for the years 1914 
to 1924. Diagrams I and II (above). 
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It will be seen that these curves are not those which have 
hitherto been used in agricultural inquiries. In the first place, 
in considering the rise and fall of agricultural prices from 1914 
to 1924 and the effects which have followed, former writers have 
either dealt with agricultural produce generally, with different 
products roughly weighted in proportion to their relative import- 
ance in English farming as a whole, as in the index-number of 
the Ministry of Agriculture, or else taken the rise and fall in 
price of one commodity, such as wheat. 

Neither method seems to me to be adequate. It is better to 
take one type of farm at a time and calculate the rise and fall in 
its total probable normal receipts as the prices of its actual 
products vary. We thus get a picture which, if limited, is true 
to the object it is meant to represent. 

Secondly, in dealing with the complementary problem of 
costs of production, existing treatment seems equally unsatis- 
factory. Many people have given diagrams for the changes 
during the last ten years in the cost of different items in a farmer’s 
expenses, putting side by side curves for labour and for super- 
phosphates, though the outlay on one may be ten times that on 
the other. Here too it is well to take one kind of farm, analyse 
its actual outlay, weight each item in the ratio of its relative 
importance, and draw a curve representing the total cost of pro- 
duction on that farm as it varies from year to year, to compare 
with the curve showing the total receipts. 

During the pre-war years 1911 to 1913, agriculture was in a 
healthy state, making fair profits for those engaged in it. If 
we regard this state as normal, we may start the receipts and 
expenditure curves together at this pericd. Then any rise of the 
receipts curve over the other means an abnormal profit, and vice 
versa, any rise of the expenditure curve over that showing receipts 
means profits below normal or an actual loss. 

In this way we get the receipts curve and the first of the two 
expenditure curves of Diagram I. Their comparison would give 
a history of the economic results of arable farming, if the expendi- 
ture were incurred at the same time as the receipts. But this, 
as we have seen, is far from the truth, and we must now consider 
the economic lag of this particular kind of agriculture. 

The calculated lag for each kind of produce is carried to column 
3 in Table III. In column 2 is given the output of each kind of 
produce as a percentage of the total sales, and in column 4 the 
economic lag weighted for this percentage. Adding together the 
figures in column 4, we find the average normal economic lag of 
this particular farm to be 13-77 months. 
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A normal average economic lag of 13-77 or (say) 13-8 months 
indicates that an arable farmer’s expenditure is incurred on the 
average 13-8 months before his receipts come in. Hence, to get a 
true picture of his financial operations from the diagram, we must 
shift the expenditure curve to the right by an amount correspond- 
ing to 13-8 months, in order justly to compare the receipts for 
a given crop with the expenses incurred in growing it. This has 
been done for the second expenditure curve in Diagram I, shown by 
the thick broken line. 


TaBe IIT 
Economic Lag of Light Land Arable Farm. 

















Normal Weighted 

Produce. Percentages | economic | economic 
of sales. lag. lag. 
Wheat 7-2 13-6 -96 
Barley 42-4 14:3 6-06 
Oats 2-0 14-5 -29 
Cattle 10-1 17-7 1:79 
Milk i ; 5-8 8-3 -49 
Sheep and wool 14-4 15-0 2-16 
Pigs me aah ; 5-0 8-6 -43 
Hay and straw ; ; : 3-9 14-0 54 
Mangolds, sugar-beet and sundries 9-2 11-2 1-03 
100-0 13-77 

months 





Moreover, as already explained, the normal lag is the value 
for times of steady prices. When prices vary, especially when they 
vary so rapidly as in the years under review, the correction 
calculated above on p. 542 must be applied. The correction is 
proportional to the rate of change in prices, that is, to the slope 
of the curve from point to point, and is + 1-8 per cent. for each 
fall or rise of 1 per cent. per month in the level of prices or costs. 
From this result it is easy to calculate arithmetically the correction 
at a few points, and thus obtain a final corrected curve. The 
result is to decrease the lag on the arable farm from 13-8 to values 
between 13-2 and 13-6 months during the rise of prices, and to 
increase it during the fall at times to as much as 14-1 months. 
This has been done in the corrected costs curve of Diagram I. 

Instead of exhibiting variations from “ normal profits ” as is 
done in Diagram I, it may be interesting also to construct a 
diagram to show absolute profits and losses. It is probable that 
during the basic years 1911-13, a well-managed farm made a 
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modest profit. We may perhaps fairly start the receipts curve 
20 per cent. above the expenditure curve, indicating a return, in 
interest and salary of management combined, of 20 per cent. on 
the turn-over, or about 10 per cent. on the capital invested. 
This approximately accords with the estimate that then average 
farm profits were about equal to the rent.1 The increase in receipts 
year by year must be raised in the same ratio. The results 
appear in Diagram II. 

Diagrams I and II set forth in different ways the economic 
results of arable farming during the years under review. In 
Diagram I the area between the receipts and expenditure curves 
measures the excess profits from 1914 to 1920, and the deficit 
from normal profits from 1920 to 1923, when the costs curve is 
higher. In Diagram II the corresponding areas measure the 
absolute profits and absolute losses. In both cases we deal with 
the trading account of our hypothetical ideal farm, where the 
chief products are barley and sheep, ignoring changes in valua- 
tion and individual good or bad fortune. The implication of 
these diagrams will be considered fully below. 


4 


V. West Country Dairy FarMine 


As a contrast with the East Anglian light land farm, we take 
Dorsetshire grass country, mostly on the heavy clay of the 
Blackmore Vale. Here milk and its products form the staple 
industry. The milk is collected from the farms daily in motor 
lorries, which convey it to “ factories’ on the railways. There 
it is forwarded to Bristol or Portsmouth or London, and any 
excess used, generally, to make cheese. 

Two-thirds of the sales may be on account of milk. The rest 
consist chiefly of pigs which have been fattened and the redundant 
calves and superannuated cows. Most of the land is under 
permanent grass; the clay is difficult to cultivate, and the less 
arable a man has, the better he is pleased. 

The particular farm taken for study has a total area of between 
200 and 300 acres, of which 85 per cent. is permanent grass. Those 
at work, including the manager, may be considered as equal to 
2-4 per 100 acres. In 1923-24 the total sales were equivalent to 
£7 10s. per acre, and £316 per man working on the farm. It is 
interesting to compare these figures with the £7 19s. per acre and 
£215 per man on the arable farm. 


1 See Sir J. C. Stamp, British Incomes and Property, p. 100. 
P perty, p 
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TABLE IV 


Percentage Increase in Prices of Produce from a Grass Dairy Farm 
compared with the Average of the three years 1911-13. 























Per- 
centage! 1914.| 1915.| 1916.| 1917.) 1918.| 1919.| 1920.) 1921.| 1922.) 1923.) 1924. 
of sales. 
Milk . 66-0 3 17 57 91 | 151 | 200 | 203 | 163 | 79 75 70 
Calves and young 
bulls 7-2 9 21 40 82 72 50 | 130 95 50 47 48 
Cows . . ; 5-0 6 36 58 105 | 111 | 132 | 163 | 127 63 51 53 
Fat pigs . 14:8 6 29 67 126 | 166 | 176 | 230 | 128 87 65 37 
Poultry and eggs = 11 |-3 17 44 83 | 184 | 159 | 165 | 119 92 70 65 
Corn 15 7 62 79 132 | 123 | 123 | 147 | 119 46 40-5) 52 
Estate work and 
sundries . 4-4 3 23 47 77 | 116 | 154 | 196 | 149 | 90 72 62 
Totals weighted for 
percentage of 
sales ° - | 100-0 4:0 | 20-9 | 57-1 | 96:2 | 144-0) 168-5| 198-1) 149-3) 77-4 | 69-0 | 62-0 






































TABLE V 


Percentage Increase in Costs of Production on a Grass Dairy Farm 
compared with the Average of the three years 1911-13. 






























































Per- 
centage 
of 1914./ 1915.| 1916.| 1917.| 1918.} 1919.| 1920.| 1921.} 1922.| 1923.| 1924. 
costs. 
Labour 26°6 5 20 37 55 | 108 | 156 187 | 115 83 62 
Feeding stuffs 33°4 _ 37 87 174 | 187 | 168 | 173 81 46 42 
Fertilisers 15 |-2 15 56 96 | 111 | 115 59 | 120 47 24 
Store pigs ‘ 3:5 18 28 63 80 | 185 | 179 | 274 | 152 | 119 | 124 
Implements and 
tradesmen i. 9-9 2 19 53 72 | 101 | 164 | 240 | 180 81 56 
Coal, stores and 
sundries . 5-5 1 24 60 | 105 | 1386 | 154 | 202 75 51 54 
Rent . 176 —_ _ _— — — 15 15 15 10 10 | 10 
Rates 2-0 4 8 | — 8 | 16] 40 | 120 | 135 | 120 | 100 
Totals w eighte d for 
percentages of 
costs - | 100-0 2:7 | 22-3 | 50-5 | 90-0 | 115-4) 134-6] 165-0} 110-1] 68-9 | 53-1 
TaBLeE VI 
Economic Lag of Grass Land Dairy Farm. 
Percentage | Normal Weighted 
Produce. of total economic economic 
sales. lag. lag. 
Milk x 66-0 7-65 5-05 
Calves, etc. 7-2 6-95 -50 
Cows 5:0 8-5 +43 
Fat pigs 14:8 3-9 58 
Poultry and eggs As] 3-0 03 
Corn 1-5 13°6 -20 
Estate work and sundries 4:4 5-0 22 
100-0 7-01 
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It will be seen that the normal economic lag for this grass 
dairy farm proves to be only 7-0 months, as compared with the 
13-8 months for the arable “‘ sheep and corn”’ farm. The results 
of this difference will be discussed below. 
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Profits and Losses of Grass Dairy Farming as compared with the ‘‘ Normal 
Profits’ of 1911-13. 


In the years under review the costs rise 165 points in six years, 
or 1-2 per cent. per month on the middle value. The lag must 
therefore be corrected by — 2:2 per cent., and becomes 6-9 months. 
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The fall is 102 points in three years, a correction of + 2:8 per cent., 
bringing the corrected economic lag to 7-2 months. 

We can now plot the three curves of Diagram III for an 
ideal grass dairy farm: (1) Prices of Produce, (2) Costs of Pro- 
duction, (3) Costs corrected for Lag. In Diagram IV the curves 
are adjusted to show absolute gains and losses. This is done as 
before by taking the normal receipts of the pre-war years 1911-13 
as 20 per cent. higher than the expenditure, and raising the price 
curve for other years pro rata throughout. 


VI. REsvuLtTs 


We are now ready to discuss the results of the investigation 
as summarised in the tables and exhibited in the diagrams. 

But let us first repeat the caution already given. We are 
not concerned with changes in capital valuation; our conclusions 
refer, not to a farmer’s complete profit and loss account, but 
to his cash trading account only. Moreover, nothing is allowed 
for salary as manager or for Bank interest; both of these must 
come out of the profits as shown. Again, we are not tracing 
the fortunes of any particular farm. Our ideal farm sells the 
same amount of produce every year, and always obtains the 
prices shown in the official averages. But, with these limitations, 
the diagrams show at a glance the economic results of arable and 
grass farming during the years 1914 to 1924. 

In Diagram I, when the continuous line of prices coincides 
with the dotted line of simultaneous costs, the normal profits 
of 1911-13 are being earned. It will be seen that the costs 
line only rises above the receipts line from 1921 to 1923, and then 
by little. Were it not for the economic lag, the trading account 
profits of an arable farm would have fallen below normal only 
then and by that amount; from 1914 to 1921 they would have 
been above normal. 

But when the costs line is shifted to the right to allow for the 
economic lag of thirteen or fourteen months, a very different 
outlook appears. The corrected costs, shown by the thick broken 
line, go on rising after prices have begun to fall rapidly, and the 
costs line is much above the receipts line from 1921 to 1924, 
showing a heavy loss in profits. The economic lag increases the 
profits made while prices are rising, but it also much exaggerates 
the losses while prices are falling. It increases enormously the 
risks of farming.! 


1 It is perhaps worth while to formulate the theory of economic lag in a 
complete credit cycle, at the end of which prices and costs return to their initial 
values. If the uncorrected lag, as given in Tables III and VI, were used to 
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In Diagram II an attempt is made to trace the absolute 
cash profit and loss, on the assumption that a profit of 20 per cent. 
on the turn-over (perhaps about 10 per cent. on the farmer’s 
capital) was made on the average from 1911 to 1913. It appears 
that there should have been no absolute loss were it not for the 
economic lag—the dotted line never rises above the continuous 
line of receipts. But, when-corrected for lag, the thick broken 
line shows a loss from 1921 to 1923. During those three disastrous 
years the arable farmer was selling his produce for less than it 
cost him to grow, irrespective of his heavy additional loss on 
valuations. 

The area on the diagram representing the profit from 1914 to 
1921 much exceeds the area measuring the subsequent loss. But 
our hypothetical farm is free from the risk of drought or floods, 
of disease or the chances of local markets. Moreover, profits 
tend to leak away to others; losses stay with him who makes 
them, or rather, perhaps, with him and his landlord. Steady, 
moderate returns are better than violent oscillations. 

Now let us turn to Diagrams III and IV, which represent 
graphically the fortunes of grass-land dairy farming. Owing to 
the high price of purchased feeding stuffs, the rise in uncorrected 
costs is more nearly equal to the rise in the prices of produce, 
indeed sometimes feeding stuffs were almost unobtainable, and on 
some farms costs and receipts perforce diminished. Again, 
the economic lag of a grass farm is only seven months, half 
that of the arable farm. Thus both the profits and losses were 
less. Of course, valuable dairy herds had to be written down 
severely, especially from 1920 to 1922, but they are still worth 
more than in 1913—poor consolation, perhaps, to the man who 
bought them in 1919. But the ideal grass farm, in its freedom 
from actual cash loss, differs widely from the ideal arable farm. 
And it is clear that the chief cause of the divergence is the 





adjust the curve of costs, that curve, whatever its form, would simply be shifted 
to the right, but it would suffer no distortion. The difference between the 
areas under the curve of prices and under the curve of costs therefore would be 
unaltered, and it follows that the total profit over the whole term of years would 
not be changed by the lag, though of course it would be increased during the 
rise and diminished during the fall. 

But the lag has to be corrected for changing prices, as on p. 542; its value 
is thereby made less during the rise and greater during the fall. The costs 
area is thus broadened out on both sides, and the total profit over the cycle is 
decreased by an amount measured by this increase in area. 

Moreover, it is seldom that an economic enquiry deals with a complete credit 
cycle. In farming, at all events, the economic lag in a period of falling prices 
will produce the financial and psychological effects of agricultural depression, 
almost irrespective of former prosperity. This is true even of 1920 to 1923, 
and still more when the fall continues for twenty years, as in the last quarter 
of the nineteenth century. 


002 
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difference in the economic lag. A grass farm is much less 
dangerous than an arable farm because its costs of production are 
incurred on the average only seven months instead of fourteen 
months before its receipts come in. 

The diagrams suggest that the worst time for farmers is over. 
Both on grass and arable farms the receipts curve is now above 
the costs curve, though in 1924, while prices of arable produce 
rose, those from grass were still falling. Moreover, the diagrams 
do not show the bad effects of the wet summer and autumn of 
1924 or of the return to the gold standard in 1925. Still, weather 
and other accidents apart, the general outlook is more hopeful. 


VII. AGRICULTURAL PoLicy 


The conclusion that grass land farming involves less risk than 
arable farming is in agreement with agricultural opinion. But, 
especially now, when there is a widespread desire to increase the 
area under the plough, it is well to analyse the economic factors 
underlying that known fact. 

We can do but little to diminish the lag of arable farming. 
It is not quite beyond all control. The replacement of some of the 
ordinary root crop by sugar-beet, which is sold off and not fed 
to sheep on the ground, will shorten the lag, not only of the root 
crop itself, but of all the crops in the rotation. Still, the lag of 
arable farming must remain high, and, if arable farming is to 
be encouraged, the alternative is to decrease those fluctuations 
in price which are the curse of all industry and particularly of 
agriculture. 

Of the three kinds of variation in price, that depending on 
plenty or scarcity affects only one crop or a few crops at a time. 
This has been partially met in some countries by co-operation 
among farmers for orderly marketing. How far their methods are 
applicable to English conditions is not yet clear." 

The waves of the credit cycle affect agriculture even more 
than other industries, chiefly because of its high economic lag, 
and the investigations which have been and are being made into 
its causes and cure should produce direct benefit to agriculture. 

Then the long-term drift of prices, which, throughout the 
nineteenth century, turned first one way and then the other, as 
gold and the credit based on gold became relatively scarce or 
plentiful, is not too slow to determine agricultural prosperity or 
adversity. From 1875 to 1896, while the price of cereals fell by 
some 50 per cent., the general price level fell by about 40 per cent., 


1 See, for example, J. A. Venn, Foundations of Agricultural Economics, p. 302. 
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so that the part of the agricultural depression due to monetary 
causes seems to have been much larger than that due to cheap 
transport and foreign competition, to which the whole trouble is 
usually assigned. 

Thus the agriculturalist, for the most part in sublime uncon- 
sciousness, is more deeply concerned in monetary policy than 
almost anyone else. He has more to gain by the stabilisation 
of the general price level. This is especially true of the arable 
farmer, whom the Government wish to encourage. 

How far is it really necessary or desirable to reverse economic 
tendencies and force the plough on reluctant farmers? The 
military factor in the problem can hardly be discussed usefully 
by one without official information. But are the other con- 
siderations often adduced in favour of arable cultivation valid ? 

In the mere caloric value of the food produced there is no 
doubt. Sir Daniel Hall estimates that in starch equivalents an 
acre of arable land gives from 2} to 3 times as much as an acre of 
grass. But, since more men have to be employed to cultivate it, 
the net excess of food is not as great as these figures indicate. 

On the other hand, as now cultivated, the arable land yields 
a smaller proportion of the more valuable digestible proteins in 
milk and meat. Thus it is that the money returns per acre are 
about the same from our specimen grass farm as from the corre- 
sponding arable farm. As in other industries, the British pro- 
ducer specialises in high-quality products when he can. A more 
extended inquiry might well prove more favourable to grass,” 
for our arable farm is on good if light soil, while the grass is on 
somewhat poor clay. If it be objected that this takes no account 
of purchased feeding stuffs or other costs, the answer is that 
neither do the calculations of the relative caloric output, on which 
the advocates of universal plough-land rely. Except as regards 
the mere quantity of food, the yield per acre is probably as high 
from grass as from arable land; it is obtained at less cost, and, as 
we have seen, at much less risk. 

Moreover, the output per man is more from grass land, so 
that it is generally possible to pay higher wages. But, here again, 
if mere quantity is concerned, arable land gives more employment. 
On the two farms we have contrasted, 3-7 men work on 100 acres 
of the arable farm, and 2:4 men on 100 acres of grass. This 


1 Since this paper has been in type the Committee of the Ministry of Agri- 
culture on the Stabilization of Prices have issued a Report in which this subject 
is dealt with fully. 

2 See. H. J. Vaughan, in a paper just published in the Journal of the Royal 
Agricultural Society, Vol. 85, 1924, p. 205. 
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means about 24 men per square mile of country instead of 15. 
Sowing land down to grass diminishes aggregate employment, 
though it tends to raise wages, and increases the financial efficiency 
of the capital and labour applied. In an ordinary industry, this 
balance of economic advantage would settle the matter at once. 
A country can only increase in capital resources and national 
income, and improve the average standard of life of its people, if 
its industries are carried on at a profit and the excess re-invested— 
a doctrine old-fashioned but none the less true. 

But the land is limited in area, and agriculture cannot expand 
to absorb the labour displaced by more efficient organisation 
as do other industries. That is why the question of employment 
bulks so largely in discussions of agricultural policy. There 
is a general desire to maintain a numerous, healthy and happy 
rural population, and it is certain that more men will be employed 
if the arable area is increased. But agriculture is not the only, 
though it is much the most important, rural industry. In 
developing it and others, the growth of electric supply should help. 
I have shown elsewhere that the probable demand is not enough 
to induce Supply Companies to run a network of electric mains 
over a country-side.1 But, where there is a chain of villages, an 
electric supply becomes possible. Again, in several places, single 
villages have successful electric installations of their own. How- 
ever obtained, good light and convenient power will add to the 
amenities of country life and aid in the development of rural 
industries. 

Such developments may increase the rural population in 
various ways, though probably the largest single factor would be 
an increase in the arable area. On some land there is practically 
no choice of method for the farmer. Heavy clay in wet districts 
cannot be cultivated under the plough. Poor light land in the 
drier eastern counties will not carry permanent grass, the cost 
of fencing would be prohibitive, and water for stock sometimes 
unobtainable. But, of course, some land can be passed from 
one type of agriculture to another if the inducements are 
great enough. It is only this land which is really in dispute, 
and its amount is limited. As Sir Daniel Hall points out, even 
if we returned to the largest proportion of plough land we 
ever had, the highest estimate of extra men is about 250,000. 
But even that number is, of course, worth having. 

Social and military factors are involved in the problem: it 
cannot be decided on economic grounds alone. But if the 


1 Journal of the R. A. S. E., Vol. 85, 1924, p. 262. 
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Government means seriously to encourage arable cultivation, 
they must recognise the additional risk involved in its long economic 
lag, and face the difficult problem of the control of credit with a 
view to the stabilising as far as possible the general level of prices, 
including those of agricultural produce. 

Among those who have helped me in the detail of this work, 
I wish especially to thank Mr. J. A. Venn and the other members 
of the Economics branch of the Cambridge School of Agriculture, 
and my own farm manager, Mr. C. Hodge. Acknowledgments 
are also due to the Royal Agricultural Society for the loan of 
the diagrams, which were originally prepared for my article 
in their Journal. 


C. DamMPprirR WHETHAM 





THE KEMMERER-VISSERING REPORT AND THE 
POSITION OF THE RESERVE BANK OF THE UNION 

OF SOUTH AFRICA 
(Report submitted by Dr. E. W. Kemmerer and Dr. G. Vissering on the 


Resumption of Gold Payments by the Union of South Africa, with Minutes of 
Evidence, Appendices, and Index.—Union Government, No. 13, 1925.) 


THE currency history of South Africa since 1914 has been 
very similar in essentials to that of most of the belligerents. An 
unsound and hastily prepared piece of legislation in the Currency 
Act of 1914 permitted the banks to issue notes (previously 
stringently controlled) without the necessity of maintaining any 
specie reserve against them, and though convertibility was 
retained, an embargo on the export of specie was passed. As a 
consequence, more and more notes were issued and at the same 
time more and more credit was given, the whole being accom- 
panied naturally by a steady rise in the cost of living and an 
equally steady decline in the cash reserves of the banks from 
about 20 per cent. in 1914 to 7-5 per cent. in 1919. The move- 
ment culminated, as in other countries, in the inflationary period 
and the speculative boom of 1919-20. The English paper pound 
had long been inconvertible, but had been maintained practically 
at parity with the dollar by “ pegging” the exchange (4-76 
dollars to the pound as compared with the par of 4-86), and as 
South African exchange was linked to sterling exchange and 
all South African bank-notes were legally convertible into gold, 
the South African pound was a gold pound at par with the English 
paper pound. With the unpegging of sterling exchange in the 
middle of 1919 the rate of exchange was allowed to follow its 
natural course, and there was an inevitable decline in sterling, 
showing a corresponding depreciation of the English pound, 
i.e. there was a premium on gold in terms of the English pound 
which reached finally 50 per cent. on February 5, 1920, when 
the price in London of a fine ounce of gold was 127s. 4d. as com- 
pared with the pre-war standard rate of 85s. 

In spite of the fact that the notes in circulation in the Union 
were convertible into gold, the banks still quoted exchange 
on London as though English currency was on a parity with 
gold. As a consequence, gold coins were smuggled abroad to 
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realise the premium and the banks began to reap the harvest 
they had sown in the over-issue of notes, for they were compelled 
to buy specie in London at a premium and pay it out in the 
Union against their notes at par. Gold coins naturally disap- 
peared, and the run on the banks, coupled with their already 
depleted cash reserves, constituted a dangerous situation. They, 
therefore, early in 1919 appealed to the Government to issue a 
proclamation declaring their notes inconvertible. As a result 
of their continued agitation, in March 1920 a Select Committee 
of the House of Assembly was appointed to investigate the 
effects of the embargo upon the export of specie. The constitu- 
tion of the Committee was far from ideal, but as a result of its 
Report, issued in June 1920, the Currency and Banking Act, 
No. 31, of 1920 was passed, and came into operation on December 
17, 1920. The notes of the banks were declared inconvertible, 
gold certificates were to be issued against gold deposited with 
the Treasury, and a Central Bank, known as the South African 
Reserve Bank, was established, which opened on June 30, 1921, 
for the purpose of consolidating the note issue and controlling 
the currency of the Union. The gold certificates were declared 
inconvertible until June 30, 1923, but as a result of the passing 
of the Currency and Banking Amendment Act, No. 22, of 1923, 
following the recommendations of a Currency Conference held 
in October 1921, this period of inconvertibility was extended to 
June 30, 1925. It was with a view to deciding whether this 
period should or should not be further extended that the Com- 
mission consisting of Dr. E. W. Kemmerer and Dr. G. Vissering was 
appointed last November. 

Their Report, issued in February, is an extremely able and 
well-argued document, and presents in convincing fashion the 
case for South Africa’s return to the gold standard—as one would 
expect from the reputation of the Commissioners. Dr. E. W. 
Kemmerer, Professor of Economics and Finance, Princeton 
University, U.S.A., is an economist of world-wide reputation 
and an enlightened advocate of the gold standard. He has been 
associated with currency commissions in the Philippines and in 
many South American countries, and recently assisted in establish- 
ing the Bank of the Republic of Colombia and in drawing up the 
banking and currency provisions of the Dawes Report. Dr. G. 
Vissering, President of the Netherlands Bank, is a banker of 
international repute. Practice, therefore, was wedded to theory 
in a sound combination, and the Government is to be congratulated 
on the selection they made. This Commission certainly stands in 
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striking contrast with that of the Select Committee of 1920, of 
which not one member could be considered an expert in the 
subject they were called on to investigate. The criticism of 
their constitution and their report by Professor Cannan in the 
Economic JouRNAL for December 1920, has very evidently 
been borne in mind in this case, much to the benefit of the Union. 

The Report itself, which was issued separately in February 
last, is a closely reasoned document of about thirty pages, followed 
by twelve Annexures illustrating various points in the Report. 
The complete Blue Book, as indicated at the head of this paper, 
was published in April, and in addition to the Report and 
Annexures, contains the complete Minutes of Evidence, twenty 
Appendices submitted by various witnesses, bearing on different 
aspects of the question, followed by a detailed and most valuable 
Index, in all 598 pages. The whole volume reflects credit on 
Mr. J. J. I. Middleton, the Under-Secretary for Finance, who 
was primarily responsible for it. It is indeed a storehouse of 
facts on all aspects of a most complicated and intricate problem, 
particularly the Minutes of Evidence. Owing to the indis- 
position of Dr. Vissering, most of the examining was done by 
Professor Kemmerer, many of whose questions are illuminating 
in the extreme. 

The investigation lasted altogether about two months, of 
which about five weeks were spent in the Union. Evidence 
was taken in London from a large number of experts and in the 
Union from thirty-nine witnesses, of whom one of the most 
important was again Mr. Samuel Evans, Chairman and Managing 
Director of the Crown Mines, whose wide knowledge and sound 
judgment much impressed the Commissioners. 

As the Commissioners were careful to point out in their 
Report, the South African monetary unit, although bearing the 
name of a pound, has been for several years, both in its gold 
value and in its value as measured by its purchasing power over 
commodities, a different pound from the pound sterling, and the 
failure to recognise this fact has led to misunderstanding among 
bankers, merchants and the public generally. The whole problem 
therefore narrowed itself down to the question: Should South 
Africa, in determining now her future monetary policy, decide 
to tie up definitely with sterling, hoping that sterling would 
return to the gold basis soon, but being prepared to follow sterling 
wherever it might go, or should she decide to tie up definitely 
with gold? Sterling or gold? Which? The witnesses, there- 
fore, were divided principally into two schools of thought :— 
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(1) Those favouring a return to gold independently of Great 
Britain, and 
(2) Those in favour of following sterling. 


There was a third group, the chief of which was Mr. W. H. 
Clegg, Governor of the Reserve Bank, who favoured following 
sterling up to a depreciation of 10 per cent. but no further. Of 
twenty-seven witnesses in South Africa who expressed definite 
views on this question, nineteen favoured the restoration of gold 
payments on or before July 1, four favoured linking with sterling 
conditionally, and four, including the managers of the Standard 
and the National Banks, Messrs. J. P. Gibson and G. R. Paterson, 
respectively, favoured linking with sterling unconditionally. 
The arguments of those, chiefly practical men, who favoured 
linking with sterling conditionally or unconditionally may be 
summarised as follows :— 


(a) South Africa, if resuming specie payments independently 
of Great Britain, would not be able to maintain the 
gold standard in the event of British sterling receding 
in value. 

(Appendix 14. Statement submitted 
by Mr. J. P. Gibson.) 

(6) Assuming that South Africa resumed the gold standard 
at June 30 next, the position in the event of the British 
pound receding materially in its relationship to gold 
would be as in 1920 an extensive efflux of capital from 
the country. 

(Appendix 14.) 

(c) Greater fluctuations in exchange rates would ensue if 
South Africa resumed a gold basis independently of 
Great Britain. 

(Appendix 19.) 

(d) Linking with sterling is linking with the currency of the 
country with which South Africa does most of her 
trade. 


Arguments (a) and (b) were the principal ones used to frighten 
the Select Committee of 1920, and before the present Com- 
mission their chief protagonist was Mr. J. P. Gibson, Senior 
General Manager of the Standard Bank; with this difference, 
that the present Commission refused to be frightened. The 
evidence on these points (QQ. 2109-2210) is most illuminating. 
Mr. Gibson, arguing on the false analogy of events in 1920 and 
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forgetting the principles which govern the international move- 
ments of specie, maintained that if South Africa were on the 
gold standard, and sterling receded in value, South Africa would 
be bound to lose all her ten to twelve millions of gold coin, because 
the banks would not be in a position to adjust the exchange and 
discount rates to prevent it. Those who held and hold this 
view would do well to ponder Section 42 of the Report, or read 
Q. 2124, Professor Kemmerer’s reply to Mr. Gibson’s statement. 

“Tf there is a demand here for foreign payments, you have 
first your big balances abroad. You draw on them, and you 
raise your exchange rate accordingly, making the rate more 
and more unfavourable for imports and more and more favourable 
for exports; then if gold goes out, your reserve balances go down, 
your discount rates go up, your price level tends downward, and 
gold soon comes to be more valuable in South Africa than else- 
where, and the overflow stops. You would not export an undue 
quantity of your gold, any more than you would of your wheat 
or your mealies or anything else. The moment you export 
too much of it, it becomes more valuable at home than else- 
where.”’ Mr. Gibson admitted (Q. 2204) that if he felt South 
Africa could maintain the gold standard he would certainly 
advocate South Africa’s independent return, adding that “ any 
banker would rather do his business or trade on the gold standard 
than on any other.” Yet, as pointed out by Professor Kemmerer, 
he took up the impossible position that South Africa, which 
produces more than half the world’s annual production of gold, 
cannot maintain a gold standard when little countries like 
Albania, Nicaragua, San Salvador, Haiti, Panama and Colombia, 
most of which produce no gold, can maintain the gold standard ! 

The argument that there would be a flight of capital if South 
Africa returned independently to the gold standard, an argu- 
ment based entirely on events in 1920, turned out on analysis 
to be another myth. “The price levels of countries all over 
the world had been held up at very artificial levels through war 
conditions and through inflation. In 1920 there was a collapse 
in practically every country in the world. Now apparently 
what happened here was what happened generally everywhere. 
Countries had been exporting fairly heavily under war conditions, 
and they had been having great difficulty in importing supplies. 
Orders were not fulfilled promptly, so they ordered more than 
they wished with the expectation of getting a part of the goods. 
Imports were down and exports were up in many countries, 
especially neutral countries. Then, when the collapse came, 
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the exporters on the other side, wanting to take advantage of 
the high prices before it was too late, began to unload great 
quantities of goods in fulfilling these delayed, unfulfilled orders. 
Meanwhile they refused buying goods because of the collapse of 
prices, except at prices so low as to be inaccessible to sellers. 
And so you found here, as in the Argentine, Uruguay, Brazil, 
etc., a great influx of goods, a decline in exports and a smashing 
of the exchange rates. All this was part of the process of revaluing 
monetary units. Ordinarily this country has a very big excess 
of visible exports over visible imports. The year 1919 showed 
a great excess of exports over imports and the year 1920 showed 
a substantial excess of imports over exports, but the following 
year and every year since has shown an excess of exports.” 
(Q. 2141.) 

The risks incidental to a more fluctuating exchange are 
frankly admitted, particularly if sterling were to fluctuate rather 
widely ; but certain off-setting factors are noted, and it is pointed 
out in the Report that the risks of a fluctuating exchange can to 
a large extent be avoided by the making of forward exchange 
contracts, which, though used to a great extent in most important 
countries, are apparently unknown in South Africa. 

Running right throughout the evidence, however, is an appre- 
ciation by Professor Kemmerer of the grave danger which might 
ensue to South Africa should she link her currency to sterling 
and the latter were to depreciate, necessitating inflation in this 
country, with rising prices, labour troubles and discontent, and 
then, in accordance with the resolutions of the Cunliffe Com- 
mittee, on sterling appreciating, deflation in South Africa would 
again be required—in other words, this country would have had 
to go through a period similar to what she has gone through 
during the last ten years. So that while linking up with sterling 
would give stability of exchange with the country with which 
most of our trade is done, that stability might be purchased at 
the expense of a fluctuating rate with all other countries and an 
unstable internal monetary unit—the latter always of supreme 
importance. 

Moreover, when the Report was issued, conditions in South 
Africa were very favourable to a prompt return to the gold 
standard. For over two months the South African pound had 
been practically at par with gold, as measured by the mean 
between the banks’ buying and selling T.T. rates on London, 
and on January 3 it was actually 0-86 per cent. above gold 
parity, “‘ and if a rate as favourable as this continues long, South 
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Africa may find itself practically back on a gold standard with 
gold coin in circulation long before July 1.” South Africa, too, 
of twenty countries for which figures were available, had deflated 
more in comparison with the situation immediately preceding 
the war than any other country, and consequently no further 
deflation would be necessary. In fact, as pointed out by Pro- 
fessor Lehfeldt, South African currency Was then on the gold 
level, and therefore to get it on the sterling level would mean 
certain adjustments—and consequently from that standpoint 
also the advantage was on the side of gold. 

A third favourable factor was South Africa’s strong gold 
position. The banking position was sound, the ratio of cash to 
liabilities being about 20 per cent. Moreover, the recent establish- 
ment in Pretoria of a branch of the Royal Mint will enable South 
Africa to mint sovereigns here, and by so doing, to meet her needs 
for specie more promptly than in the past. In addition, the 
new Reserve Bank, carrying at the time of the Report the large 
gold reserve of £10,775,746, representing 64 per cent. of its out- 
standing notes and deposits combined, through its centralisation 
of the country’s bank reserves, its liberal powers of note issue, 
its rediscount functions and its authority to operate in the open 
market, is in a position to exercise a conserving influence on the 
South African Money Market, and to check any dangerous credit 
expansion that may seem to threaten the gold standard. 

** Your commissioners, therefore, believe that the wise and 
conservative action for South Africa to take at this time is to 
clinch gold parity while it is here and, to that end, to announce 
to the public at the earliest possible moment the intention of 
the Government to let existing legislation stand and to return 
definitely to the gold standard July 1 next.” 

The Report was dated January 8, 1925, and on the 12th the 
Government announced that it would not introduce legislation 
postponing the resumption of gold payments beyond June 30. 
Long before that date, however, the situation foreshadowed in 
Section 16 of the Report arose. The concluding sentence of 
that section was: “It is sufficient to say if sterling returns to 
parity by July 1 next, South Africa’s problem will have been 
largely solved.” Great Britain reverted to a modified form of 
the gold standard on May 1, followed by the other dominions 
and Holland, and on May 18 the Minister of Finance stated in 
the House of Assembly that, owing to changed conditions, the 
Union would revert to gold forthwith, and from that date the 
movement of gold has been freed from all restrictions. 
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The Reserve Bank 


The problem of the return to the gold standard is, therefore, 
now happily a thing of the past, but the Commissioners made 
some most interesting suggestions with regard to the maintenance 
of that standard, the suggestions relating principally to the 
functioning of the Reserve Bank, for it is clearly indicated in 
the evidence that much of the ill-considered agitation for a 
State Bank arises out of dissatisfaction with the Reserve Bank 
and an inadequate appreciation of what its powers actually are. 

The Act creating the Reserve Bank was assented to on 
August 16, 1920. Though the Bank did not actually open 
until June 30, 1921, much of its history, therefore, has been 
during the period of South Africa’s deflation, a deflation that 
was necessary if the country was to return to the gold basis 
without reducing the gold content of its sovereign; aiid a period 
of deflation is no time for a newly organised central bank to 
extend its business by low rates and liberal credits either to the 
banks or to the public. 

Moreover, there has been all along a complete misconception 
on the part of the public and the commercial banks as to the 
functions of the Reserve Bank. Its establishment was strongly 
opposed by the commercial banks, who saw in it a possible 
competitor, and it is clear from the evidence that “‘ a gentleman’s 
agreement ”’ was affected with a view to limiting its scope of 
operations and curtailing its competition. The idea, therefore, 
though utterly contrary to the text of the Bill, fostered by 
certain expressions in Parliament during the passage of the 
Currency Bill and by the attitude of the other banks, gained 
general acceptance even among the commercial community 
(see evidence of Mr. Karl Gundelfinger, QQ. 3829-3854), that 
the bank was exclusively a banker’s bank and could not deal 
with the public—an impossible idea even considering the cir- 
cumstances of its birth, when there were five or six commercial 
banks, but rendered quite stupid when, by amalgamation and 
absorption, those banks have been virtually reduced to two 
large banks, the Standard and the National, constituting a close 
monopoly, and by agreement carrying out a common policy 
of exchange rates (apparently fixed quite arbitrarily), discount 
rates and commercial practice. Not only, therefore, in the 
past three years has there been practically no competition between 
the commercial banks, but, by agreement, the Reserve Bank 
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has not provided the competition which by its powers it could 


legally have exercised. 
A further consideration is that the two large commercial 
banks have capitals and reserves much in excess of the Reserve 


Bank :— 


Capital 
paid up. Reserve Fund. 
£ £ 
Standard Bank, Ltd. . . . 2,229,165 2,893,335 Dec. 31, 1924. 
National Bank, Ltd. . .. . 2,075,500 150,000 do. 
The S.A. Reserve Bank .. . 1,000,000 152,825 Jan, 24, 1925. 


Consequently they have had no need to call upon the Reserve 
Bank: the National Bank, it is true, has rediscounted to a 
certain extent with the Reserve Bank, but the Standard Bank 
all along has maintained a position of aloofness and independence. 
Another factor in weakening the position of the Reserve Bank 
is the Open Credit System in this country, to which, despite 
protestations to the contrary and many promises to remedy it, 
the commercial community and the commercial banks seem 
indissolubly wedded. It was because of this system, and the 
consequent lack of suitable high-grade commercial paper for 
rediscounting, that in 1923 the Reserve Bank, by the Currency 
Amendment Act, was given power to utilise short-date Treasury 
Bills, both of the Union and of the Imperial Government. 
Again, most Central Banks are generally made the depositary 
of Government Funds, 7.e. they act as the bankers for their 
Governments, and this ordinarily has two advantages :— 


(1) It increases the funds of the Bank by an absolute amount, 
thus increasing its control over the market. 

(2) At certain times of the year when taxes are paid there 
is a heavy transfer of balances from the bankers’ 
deposits with the Central Bank to the Government 
deposits, and at such times, more than at others, the 
Central Bank has the whip hand in the market. 


In contradistinction to this well-understood and generally 
accepted principle, the 8.A. Reserve Bank has not been in the 
past, and is not now, either the sole or indeed the partial depositary 
of Government Funds. 

Born in a time of financial stringency, disowned by the 
banks, unutilised by the Government, its functions completely 
misunderstood by the public, it is not surprising that the Reserve 
Bank has been so far a somewhat ineffective institution. 

It is with a view to remedying this condition of affairs and 
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making the Reserve Bank what it actually should be—the 
servant of the public and a powerful force in the control of 
currency and credit in this country—by making its rates effective, 
that the Commissioners made the following suggestions :— 

“The bank must be affected with a great public interest, 
and must enter the open market when the public interest demands 
that it should. It must be able to cover its expenses, build up 
a reasonable reserve and pay adequate dividends on its capital 
in normal times. For this it has nearly adequate powers under 
the Act, but certain minor changes in present law should be 
made.” 

While the inquiry was in progress the Reserve Bank lowered 
its rates of discount to a figure below that of the commercial 
banks, and arrangements have already been made for the opening 
of branches in the Union. If the other recommendations are 
carried out, and the bank pursues a bold and energetic policy, 
there seems no reason to doubt that it will eventually occupy 
its rightful place in South Africa as the cornerstone of her currency 
and credit system. Unfortunately there are as yet few signs that 
this energetic policy is to materialise; many of the principal 
recommendations of the Kemmerer-Vissering Report and of a 
subsidiary Report issued by Dr. Vissering appear to have been 
shelved or politely forgotten. At the fifth ordinary general 
meeting of the South African Reserve Bank, held in Pretoria 
on June 8 last, Mr. W. H. Clegg, the Governor, reiterated the 
old ideas: “‘ They would not exclude the general public, but,”’ 
he added, “their transactions would probably be mostly with 
the other banks and the Government.” 

It is one thing, apparently, to invite an expert commission to 
advise this country on its currency policy, but quite a different 
thing to get those recommendations carried into effect. Com- 
petent and authoritative opinion in South Africa at present is 
that if the S.A. Reserve Bank policy is not radically changed, 
the agitation for a State Bank will become more insistent. 

C. S. RicHarps 

P.S.—Since the above was written, the recent amalgamation 
between Barclay’s Bank and the National Bank introduces a 
new factor,and makes it more than ever imperative that the 
Reserve Bank should pursue a more active and more forceful 
policy: otherwise it seems improbable that it will be able 
effectively to control currency and credit. 

C.S8. R. 

Natal Technical College, Durban. 

No. 140.—voL. XxXv. PP 








PROBLEMS OF COMPENSATION 


1. In this article I propose to consider the problem of State 
compensation to individuals whom State action has injured. 
Plainly there are certain forms of injury in regard to which no 
suggestion that compensation should be paid can be made. Thus 
a man whom the State decides to punish for an offence, whether 
by imprisonment or by fine, will not expect that injury to be 
compensated. But sometimes the State, acting in the general 
interest, either takes from an individual something that has 
hitherto been recognised as belonging to him, or forbids an 
individual to do something that he has hitherto been free to do. 
At first sight it may be thought that these two sorts of State 
action are sharply distinct. In fact, however, to take from a 
man something that belongs to him is to remove the whole bundle 
of his property rights in respect of a thing (or person); to prohibit 
him from following a certain line of action is to remove a part of 
this bundle. The two sorts of expropriation, may, therefore, 
conveniently be discussed in connection with one another. When 
the State has to resort to either of them the persons affected have a 
prima facie claim to compensation : a live issue is raised. 

2. In modern conditions by far the most important part of 
the calls made by the State upon individuals—apart from personal 
military service, which will not be discussed here—consists in 
money taxes. The tax system is designed, it may be presumed, 
with a view to providing the revenue that is needed, and at the 
same time distributing the burden involved fairly among different 
classes of citizens. All tax-payers are, of course, injured by the 
payments they have to make; but, since the only source out of 
which compensation could be paid is further taxation, it is 
obviously impossible that they should all be compensated for the 
injury. It would not, of course, be impossible to compensate some 
of them at the expense of extra taxes upon others. In general, 
however, there would be no point in doing this; for, if it is thought 
that the taxation imposed on a particular class is unduly high, 
the natural remedy is to reduce that taxation, not to leave it 
intact and neutralise its unfairness by a countervailing payment of 
compensation. Hence, in general, for injuries inflicted upon 
individuals by taxation there can be no question of compensation 
payment. 
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3. This does not, however, exclude the suggestion that, when 
a tax system generally accepted as fair is altered by the intro- 
duction of new imposts specially burdensome on a particular 
group, this group should be compensated, not by a payment, but 
by the remission of other taxes hitherto falling upon it. The issue 
here turns chiefly on the question whether the new taxes are 
imposed with the intention of altering the distribution of the tax 
burden to something now held to be more fair or with the intention 
of introducing a new tax that is technically good in preference to 
increasing existing taxes in a common proportion. If the inten- 
tion of the State has been to alter distribution, for example, to 
make rich people pay more, and if it has, with this object, 
stiffened up, say, the super-tax, it would be stultifying itself if it 
were to compensate super-tax payers for their extra burden: 
it has deliberately decided that they ought to bear the extra 
burden and has imposed the new tax for that very end. But the 
case is different if the State decides to collect part of its revenue 
by, say, additional death duties, on the ground that these are 
technically preferable to income tax over certain ranges of income. 
In these circumstances people within those ranges could reasonably 
claim that the remission of taxation, which the revenue yielded 
by this new impost made possible, should be so arranged as to 
benefit them, putting them in the same net position, relatively 
to other people, as they occupied before. In like manner, if it 
were decided for general social reasons to impose a duty on 
imported wheat, there would be a good case for putting a special 
tax on agricultural landlords to neutralise the advantage which 
would otherwise accrue to them at the expense of the rest of the 
community. As Sidgwick observes : “‘ The fundamental question 
is whether the design of the change is to get rid of the technical 
defect or indirect disadvantage of certain established taxes or to 
alter the distribution of the burden of taxation in order to make it 
more equitable.”’1 Unless, however, a new tax chosen on account 
of its technical merits does large and obvious damage to a par- 
ticular clearly defined group, or confers large and obvious benefit 
on such a group, adjustments on these lines are not feasible. 
Whatever incidental unfairnesses there are must be borne as 
best they may. Hence not much in the way of practical rules 
can be built on the foregoing considerations; and, in any event, 
they lie somewhat apart from the main purpose of this article. 

4. Generally speaking when Governments want any sort of 


1 Sidgwick, Principles of Political Economy, p. 188. 
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thing or service, the quantity that they need is fairly small com- 
pared with the producing power of the country in respect of that 
sort of thing or service; and, therefore, if there is no violent 
hurry, what they need can be provided at a price which does not 
yield any abnormal profit to anybody. There would be no point, 
for instance, in the Government’s commandeering the motor 
lorries or the clerical labour that it needs in the ordinary course, 
because it could not well pay less for the commandeered things 
than the market price, and for the market price it could get them 
without commandeering. There are, however, two cases to which 
these considerations do not apply. The first is the case of unique 
key things that cannot be reproduced in the market; the second 
the case of very large Government demands occurring so suddenly 
that new production cannot satisfy them, and resort must be 
had also to things already in consumers’ hands. 

5. An imaginary instance of an unique thing, not susceptible 
of reproduction, desired by the Government would be furnished if it 
were decided to develop a national collection of works of art or of 
historic buildings, and particular works or buildings in private 
hands were needed for this collection. Practical instances are 
easily found. Thus, the Government decides to nationalise, either 
permanently or temporarily, the railway system or the telephones, 
and, to this end, needs to buy out, or to obtain a lease from, 
existing owners of these things. Here it is confronted with a 
seller possessing monopoly power, and, unless it can override him 
by law, may be forced to pay a sum that will yield him a much 
larger income than he has been deriving, or has hoped to derive, 
from his property, so that he in effect levies a ransom on the 
public. Again, a Government, in order to facilitate the building 
of a railway or the establishment of small holdings or some 
other social end, has need of certain particular pieces of land. 
Once more it is confronted by monopoly and, unless it can exercise 
legal compulsion, is liable either to have a socially useful enter- 
prise estopped or to be mulcted of outrageous sums. In these 
two cases compulsory purchase at an officially fixed price is the 
obvious and only solution. Closely similar considerations arise 
if a Government decides to nationalise permanently or temporarily 
all property rights in coal mines or land rents or mining royalties. 
Here we are not, indeed, dealing with unique things in the hands 
of a single monopolistic seller, but with a number of things in 
many hands. But, since the Government needs all of them, it is 
not in a position to bargain in the market, and some of the sellers, 
unless there is compulsion, may, therefore, be expected to stand 
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out successfully, just as a monopolist might do, for an unreasonable 
price. 

6. The other case of sudden and very large demand exceeding 
present capacity for new production is practically realised only 
in time of war. Horses, motor-cars, stocks of certain sorts of 
food, particular classes of foreign securities, may be needed in the 
largest procurable quantities all at once. So may, for a time, the 
services of railways and of ships and of particular buildings. To 
offer taesmarket price or even something a good deal better would 
not call out at once offers to sell from all even of those persons 
who might be expected to make offers eventually; and some 
owners would not sell at all for any reasonable price. In 
essence there is not very much difference between this class of case 
and the preceding class. We are again dealing with a situation 
in which potential sellers of what the Government needs are in an 
exceptionally strong position and could, in the absence of com- 
pulsion, extort terms and cause delay highly injurious to the 
public interest. 

7. We have then, in the various conditions contemplated 
above, to consider on what principles the amount, if any, of the 
purchase price, or compensation money, paid for things and 
services purchased compulsorily may properly be determined. 
On this matter there are large differences of opinion, and several 
distinctions will need to be drawn. One general observation 
should, however, be made first. There is a widespread tendency 
to describe failure to compensate for the recession of particular 
property rights in terms, such as robbery, that imply that some- 
thing illegal is being done. But property rights are the child of 
law, which is itself the creation of the public political authority. 
It is evident, therefore, that, except where there is an overriding 
written constitution, there can be no question of illegality, what- 
ever a sovereign public authority may choose to do in respect of 
property rights hitherto enjoyed by its citizens. A statute passed 
in due form by the British Parliament taking away all property 
rights, or some particular property right, from all red-haired men or 
from some particular red-haired man, might be objectionable, but 
could not possibly be illegal. The use of such a term as robbery, 
therefore, when applied to acts of sovereign public authorities, 
is inappropriate. That term signifies the taking away by force 
or fraud of something to which the robbed person has a legal 
right. When a public authority acts in due form it never does 
this: it withdraws a right which it has itself created; and, 
from the point of view of legality, nobody can have any ground 
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of complaint. The expropriation by a private person of some- 
thing to which another private person has a legal right and the 
withdrawal by the public authority of that legal right are acts of 
entirely different kinds. Any use of words that tends to confuse 
them should be avoided. 

8. Fundamental to the problem of compensation is the 
principle of equity. This principle in its barest form asserts that 
similar persons should be treated similarly—by the public powers 
as by anybody else. Sidgwick held that knowledge of it is given in 
direct intuition. That view, if it is accepted, is a sufficient defence. 
But, if it is not accepted, there are also available, to support 
the principle in its economic application, other considerations. 
First, if a £1000 has to be taken from two people of equal wealth 
and similar temperament, the law of diminishing utility shows 
that less hurt will be caused if it is taken in equal parts from each 
of them than if it is taken in any other proportion. Secondly, 
if it is taken in any other proportion, a sense of being unfairly 
treated will be created in the person who pays the larger amount ; 
and this is in itself an evil. Thirdly, unequal treatment of different 
people, when no good cause can be shown for it, breeds a sense of 
insecurity all round; for everyone feels that he may be the next 
victim. This discourages people from working and saving to 
obtain possession of durable things; and so indirectly strikes a 
blow at the accumulation of capital much heavier than would be 
struck by the collection of an equal sum of money on some 
intelligible non-arbitrary plan. It will be generally agreed that 
these considerations taken together establish the principle of 
equity, for the purpose of the present inquiry, on a firm basis. 

9. Unfortunately, however, the principle, in its barest form as 
sketched above, cannot be applied to practice, because in real life 
no two persons ever are exactly similar. Hence the principle 
must be expanded, so that it declares : “‘ different persons should 
be treated similarly unless they are dissimilar in some relevant 
respect.”” In the abstract nobody is likely to quarrel with this. 
But the importation of relevance, none the less, raises difficult 
issues : for we have to decide what dissimilarities are, and what 
are not, relevant. In the last resort this can only be done by 
direct judgment applied to the detailed circumstances of particular 
cases. But the task of direct judgment can be made easier by a 
preliminary survey of a more general kind. To this end it is 
convenient to distinguish between the commandeering of a few 
individual items within a class of similar things and the com- 
mandeering of the whole of a class of things—under which latter 
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head will be included the commandeering of a single thing if it 
is the sole member of a class. I shall consider first the com- 
mandeering of particular items within a class, and shall begin 
with commandeering which takes place at a time when general 
conditions are stable. 

10. In stable conditions the notion of membership of a class 
presents no serious difficulty. It may, no doubt, be pointed out, for 
example, that there are a number of different types of motor-car ; 
and it may be asked whether a particular car is to be regarded as a 
member of the class “ cars in general ”’ or of the class “ cars of its 
own type.” But, since general conditions are supposed to be 
stable, so that the relations between the owners of different types 
of car are constant, it does not matter whether this question is 
answered in the one way or in the other; and there is no need 
to cavil at any classification with which common sense and general 
usage presents us. Without, therefore, pressing this matter 
further, we may proceed to illustrate the sort of commandeering 
that has now to be studied. Examples are afforded by the 
expropriation of particular pieces of land which happen to lie on 
the road of a proposed railway, or that are specially fitted for 
small holdings (whether the levy be a levy proper or a compulsory 
leasing); or of particular horses or stores of hay, or of particular 
buildings that happen to be suitable for billeting troops. The 
principle of equity clearly requires that the owners of those 
particular items should not be hit harder by Government action 
than exactly similar owners of other similar items. They should 
be paid such amount of compensation as is required to prevent 
this. 

11. It may perhaps be suggested that this way of looking 
at the matter is too simple and that true equity requires us 
to take into account the wealth and family estate, and, perhaps, 
the age of the several persons affected. This, however, is not so. 
These things are, indeed, highly relevant to the amount of taxation 
that the several owners should be made to bear. They are also 
relevant when what is contemplated are compassionate allow- 
ances to deal, of grace, with hard cases to which the principle 
of compensation is held to be inapplicable. But they are not 
relevant to the question whether, in fact, that principle is applic- 
able, whether, for instance, compensation should be paid for the 
commandeering of certain people’s motor-cars or land. It would 
be “ unfair’ to pay such compensation to married men but not 
to bachelors, or to poor men but not to rich men; for, as we must 
presume, differences in these respects have already been taken 
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into account in the assessment of general taxation. To regulate 
compensation payments in the light of them would be to count 
the same thing twice over—to punish a man a second time for 
one offence. In like manner, when we have to do with the expro- 
priation of particular items of property within a general class, 
considerations connected with the character of that class as a 
whole are not relevant. If it is held that the class is one on which 
special burdens ought to be assessed, this should be done by taxes 
affecting the whole class, not by arbitrary blows at particular 
items within the class. When particular items are expropriated, 
it may, indeed, be held, on grounds connected with the nature 
of the class, e.g. liquor licences, that no compensation should be 
paid out of general funds. This is, however, in no way incom- 
patible with the payment of compensation to the owners of the 
particular items; for this can be done out of funds raised from the 
owners of all the items in the class affected, including the owners 
of the expropriated items. 

12. There still, however, remains a difficulty. The principle 
of compensation—for the kind of case contemplated so far—is 
established, but the amount of compensation that will put a 
man whose field or motor-car has been commandeered in the same 
position as one whose similar field or car has not been com- 
mandeered is not yet defined. If the thing commandeered were 
seven sacks of No. 1 red winter wheat, the payment required 
would obviously be the market value of this number of sacks; 
for that payment would enable the expropriated proprietor to 
replace exactly what had been taken from him, so that, except 
for his share in the taxes needed to provide the compensation 
money (in respect of which he stands on the same footing as 
everybody else), he would not be affected at all. But a particular 
piece of land or a house, or possibly even a motor-car, may have 
a special value to the owner greater than its market value. To 
part with it may involve a ioss to him of what he values at £10,000, 
though the market only values it at £2000. In these circum- 
stances what value ought to be taken as the basis of compensa- 
tion? The principle of equity suggests: the monetary repre- 
sentative of the special value of the property right to its owner. 
For, if the market value is taken, he is really hit harder than other 
people because he happens to own this particular piece of property. 
This conclusion must, however, be qualified before it can be applied 
to practice. When the particular piece of land or house has a 
special value to its owner because, when associated with him, it 
carries goodwill—e.g. a shop in the place where the owner is 











— Vw 











1925] PROBLEMS OF COMPENSATION 575 


known—this goodwill can without great difficulty be valued and 
reckoned in the compensation money. But when it has a special 
value due to sentiment and so on, no such objective valuation 
is feasible, and account cannot, therefore, be taken of it. We 
must content ourselves with such rough justice as is afforded 
by the payment of something, say 10 per cent., in excess of market 
value as compensation for disturbance. 

13. We may now pass to a more difficult case in which general 
conditions are no longer supposed to be stable. Here the prin- 
ciple of equity and the notion of particular items within a general 
class no longer yield guidance. Let us suppose that we are 
dealing with something to which the difficulty discussed in the 
preceding section does not apply, so that in normal times market 
value—a perfectly definite thing—would be proper compensation 
to an expropriated person. In normal times this market value 
would correspond roughly to cost of production, and the payment 
of it would, therefore, put the expropriated person at once in 
the same absolute position as against other persons with similar 
bits of property, in the same relative position as against other 
persons with dissimilar bits of property, and in the same absolute 
position as against himself previously. In times of disturbance, 
however, this is no longer true. There are three things for equity 
to choose from : equivalence to other owners of similar property, 
equivalence to other owners of dissimilar property, and equiva- 
lence to the expropriated person’s self in the past. An illustration 
of the difficulty is afforded by the action of the British government 
in commandeering some ships, but not all ships, from private 
owners during the Great War. The owners of non-commandeered 
ships were making enormous profits as compared both with 
themselves previously and with the owners of most other sorts 
of property. Would it have been proper to compensate the owners 
of commandeered ships upon terms that enabled them also to 
do this? The Government in fact paid pre-war Blue Book 
rates, which were designed to put the commandeered owners 
into their pre-war position, but which, in fact, since no allowance 
was made for the fall in the purchasing power of money, put them 
in a rather worse position than this. To the plain man—apart 
from the failure to take account of the change in the value of 
money—this arrangement would probably commend itself as 
fair. Why, he would ask, should a particular ship-owner be com- 
pensated for not being allowed to get an unexpected and unworked- 
for windfall, merely because another ship-owner has had that 
piece of fortune? If, however, instead of a boom, there had 
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been a great slump in the value of ships, the plain man would 
not have thought it reasonable for the Government to pay for 
commandeered ships at pre-war rates—which then would have 
stood much above the rates currently received by other ship- 
owners. And yet the principle is exactly the same! The plain 
man’s thought seems in fact to be: arrange your compensation 
terms in times of disturbance in such wise that the owner of com- 
mandeered goods is prevented from enjoying windfalls that he 
would have got apart from the commandeering, but is not saved 
from suffering anti-windfalls which he would have suffered apart 
from it. This view lacks logical symmetry; but it is, none the 
less, the one which most students—the present writer among them 
—will be inclined to adopt. 

14. There remains for consideration one peculiar case also 
associated with times of disturbance. Suppose that an insurrec- 
tion breaks out in a particular part of the country, and that, 
in order to deal with it, the Government has to commandeer 
motor-cars and houses there; or, more strongly still, that it has 
to do this because the district has been invaded by a foreign 
enemy. This commandeering is merely an incident in a larger 
whole; and the question whether compensation should be paid 
for it must turn on whether or not compensation is being paid 
for the damage that the insurrection or invasion has inflicted 
on other property owners in the district. If the Government is 
unable or unwilling to make good that damage, it would be 
unreasonable to expect it to make good the damage caused by 
its own commandeering. The same class of consideration applies 
to commandeering, e.g. of surviving houses, required to meet the 
distress caused by an earthquake in a town where most of the 
houses had been destroyed. Apart from these special cases we 
may lay it down that, for the expropriation of particular items 
within a general class, compensation should always be paid in 
such wise that the owners of the expropriated items are not 
subject to damage from which the owners of other items in the 
class are exempt. 

15. We now turn to the problem of compensation in its applica- 
tion to classes of items instead of to particular items within a 
class. This problem connects closely with the discussion of the 
preceding paragraph. For in one aspect it is equivalent to the 
problem whether, or in what circumstances, the compensa- 
tion to be paid to an expropriated individual inside a class should 
be provided by taxes confined to members of that class, or by 
taxes spread over the whole community. Under the latter plan 
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the class, some of whose members have been expropriated, is 
compensated for the damage thus done to the class as a whole: 
under the former case it is not. An instance of the latter plan 
is afforded by the arrangements in connection with the comman- 
deering of ships that have just been discussed: an instance of 
the former by Mr. Balfour’s Liquor Licences Act, in which a 
compensation fund for expropriated licensees was obtained by 
a levy on licensees who were not expropriated. We have to 
consider in what conditions the one and in what the other of 
these rival policies is called for. 

16. First, in so far as the act of expropriation of particular 
items within a class either itself causes, or is bound up with a 
policy that causes, an increase in the value of other items within 
that class, there is a clear case for levying the compensation money 
from the owners of those benefited items. Thus, if the State 
commandeers a piece of land to enable a tramway to be built 
to the outskirts of a town, with the result that the surrounding 
land is made more valuable, the owners of this surrounding land 
ought plainly to pay. The same argument holds if neighbouring 
licensed houses are benefited by the compulsory closing down of 
rivals. This is the principle of betterment. In the abstract its 
equity is beyond debate. We may, however, be debarred from 
applying it in practice by inability to determine with any exacti- 
tude who have enjoyed the betterment and how much betterment 
they have enjoyed. 

17. Secondly, when a class, some among whose members are 
being expropriated, is enjoying as a whole exceptional good 
fortune, there is much to be said for taking the compensation 
money from the class, even though its good fortune is not due 
to the expropriation policy. Thus it would seem that the money 
to pay for commandeered ships during the war might well have 
been obtained by a special levy on ships that were not com- 
mandeered. An arrangement of this kind, if it could be worked 
in practice, would almost certainly commend itself to the plain 
man’s sense of equity; the commandeering of some ships at 
pre-war rates being regarded as a partial set-off to a windfall to 
ship-owners as a class, that, even so, remains very large. 

18. Apart from these special cases there is not in principle 
any reason for throwing the burden of compensating particular 
expropriated members within a class upon the members of that 
class, except when it can be shown that the class as a whole 
ought to be subjected to a burden larger than it is at the time 
bearing under the existing system of national and local taxes. 
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This issue is most conveniently discussed in connection with the 
expropriation of classes as wholes—whether classes of one member 
or of many members ;—with the expropriation, for example, of 
private railways companies, telephone companies, royalty owners, 
land-owners in general, slave-owners, owners of feudal rights, 
owners of rotten boroughs. We need not consider again here 
the difficulties that arise in periods of disturbance or those con- 
nected with the fact that certain things have a special value 
to their present owners. Apart from these difficulties we have 
to ask: Ought compensation to be paid in any or all of the 
above cases in such wise as to put the owners of the expropriated 
class of things in the same position as other owners, or are 
there relevant peculiarities about the expropriated class that 
warrant a refusal to pay full compensation or even to pay any 
compensation at all ? 

19. Certain property rights have a defective legal status. 
Thus the holders of licences for the sale of alcoholic drinks have 
no legal title to a renewal of their licences, so that to refuse to 
renew is not to remove any legal right. On this ground it might 
be argued that here there is no case for compensation. Against 
this I answer that reasonable expectation is a more fundamental 
thing than legal right. Thus, if from the beginning of the world 
every licence had always been renewed, the absence of legal right 
would clearly be a mere technicality. It does not, of course, 
follow that the compensation paid should be equal to what it 
would have been if there had been a legal right; for generally, 
if there is only custom, the reasonable expectation of renewal 
will be pro tanto less. This, however, will be reflected in the market 
value of the ‘right’; and compensation up to this value will, 
therefore, apart from other arguments (cf. post, section 23) be 
proper. 

20. A second plea refers to the manner in which the right in 
question originated. This is sometimes urged in regard to the 
proposed nationalisation of land or of mineral royalties. These 
things, it is said, ought never to have become subject to private 
property rights. Whereas other property is the fruit of man’s 
labour and waiting, mineral deposits and land are a free gift. 
Therefore, so runs the argument, they may properly be ex- 
propriated without compensation; they should be put back 
into the same legal position that unfound gold and silver in this 
country hold. Now the question whether land and mineral 
deposits ought to have been allowed to come into private hands 
is much disputed. But in fact they have so come. Having so 
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come, their present owners have bought or inherited them in 
exactly the same way as other people have bought or inherited 
other sorts of property. To expropriate them without compensa- 
tion and not so to expropriate other sorts would involve grave 
inequities. For suppose that, shortly before the new law was 
passed, one man A had exchanged with another man B £100,0v0 
worth of land against £100,000 worth of War Loan. Expropria- 
tion of land alone would leave A untouched while taking the whole 
fortune of B; though, until a moment previously, A is and B is 
not an owner of land. The unfairness is gross and palpable. 
The argument for compensation implied in it derives its main 
force, of course, from the circumstance that land is a marketable 
commodity. The mere fact that a man has enjoyed an unwar- 
ranted right in the past is not, if his right is inherently indefensible, 
a good ground for continuing it. But things that have lasted 
a long time are in actual life frequently transferred by sale. 
In general, therefore, I conclude that the origin of particular 
classes of property rights in the distant past is not relevant to 
the compensation issue. 

21. A more difficult question arises when it is claimed that the 
activities associated with certain classes of property rights, 
although hitherto permitted by law, are anti-social. This plea is 
not applicable when the State is proposing to buy up particular 
property rights in order to operate them itseli—on the lines 
on which they are being operated now—for this intention on the 
part of the State zmplies that the activities in question are not, 
in its view, anti-social! Examples are the State purchase of 
privately owned railways and telephones. When, however, the 
State seeks, not to transfer to itself, but to destroy, a particular 
class of property right, the presumption is that it does consider 
the activities associated with that right anti-social. In cases of 
this kind advocates of compensation lay stress upon the fact that 
the activity attacked has hitherto been legal: that people have 
invested money in it, trusting to the law; and that it is unfair 
to hit them in a way that other investors in equally legal enter- 
prises have escaped. Opponents of compensation, on the other 
hand, point out that, if compensation is paid for the abolition 


1 It is sometimes suggested that, when the State takes over something to 
operate it itself, the case for compensation is strengthened by the fact that the 
State operation yields a fund out of which compensation can be paid. There 
does not seem, however, to be very much in this, except from the relatively 
unimportant point of view of budget technique; for presumably, if the State 
decides to abolish a thing rather than run it, this means that it expects a larger 
final ‘‘ fund ” of welfare to be furnished in that way. 
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of this class of right, an expectation of compensation, should anti- 
social but legal activities afterwards be prohibited, is created. 
Therefore people are encouraged to invest in this class of things 
more than they would be either if it were certain that there would 
be no compensation or if compensation were doubtful. It may 
perhaps be thought that, with compensation at market value, this 
sort of effect would not follow, because market value will allow for 
any uncertainty there may be. But this is a fallacy. For to 
announce beforehand that, should expropriation take place, 
market value compensation will be paid would remove the un- 
certainty, and consequently cause market value to be on the basis 
of certainty, not uncertainty. Though, therefore, in an isolated 
case, when expropriation is decided on for a thing in respect of 
which the prospects of compensation have been uncertain, market 
value may be the immediately appropriate basis, it may not 
be the ultimately appropriate basis, when account is taken of the 
effect on the market values of other anti-social concerns. It 
should be noted that this argument does not apply with full force 
to the expropriation of rights which either (1) have become anti- 
social for the moment through an external act, e.g. the right to 
publish meteorological reports, which is anti-social in war time; 
or (2) have only recently come to be thought anti-social by a 
significant number of people. In actual practice the conflict 
between the opposing arguments has worked out variously on 
different occasions. Thus, in the United Kingdom, when the 
abolition of rotten boroughs was first mooted, it was proposed to 
pay compensation : when it was carried out in 1832, no compensa- 
tion was paid. When slavery was abolished in the West Indies, 
twenty millions were voted by the Imperial Parliament in com- 
pensation to the owners; but, when slavery was abolished in the 
United States after the Civil War, there was no compensation. 
In like manner no compensation was paid in the United States to 
persons engaged in the liquor industry when the country “ went 
dry.” On balance I suggest that in this class of case something 
should be done to alleviate the burden on expropriated persons, 
but that they should not be put in as good a position as they 
would have been in if not expropriated. To this end we may make 
a compensation payment reckoned to yield some fraction, say half, 
of the income which the expropriated person would have had 
otherwise. Alternately we may give substantial notice of expro- 
priation. With 5 per cent. interest a notice of fifteen years is 
equivalent to halving the burden. 

22. Up to this point we have been contemplating the expro- 
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priation of property rights in particular things regarded en bloc. 
We have now to take note of the narrower kind of expropriation 
distinguished in section 1; namely, the removal of a right 
formerly enjoyed by a group of property owners to use their 
“property ”’ in certain ways. Thus under the Factory Acts 
factory owners are forbidden to work their factories except in 
conformity with regulations laid down by the State as to safety 
appliances, sanitary arrangements, hours of labour, perhaps rates 
of wages. Railway companies, taxi-cab drivers and gas companies 
are in like manner precluded by law from making charges for their 
services in excess of a defined amount; shopkeepers may be com- 
pelled to close their shops at certain hours and on certain days; 
ships to have a Plimsoll line; railways to provide automatic 
couplings between their carriages; and so on. When rules of 
this sort are first laid down, the persons affected by them are de- 
prived of previously existing legal rights: they are, in fact, 
“expropriated ” in the same manner, though in a less degree, as 
they would be were the State to take over their equipment bodily. 
Consequently the case for compensation is in principle the same. 
Under the play of economic forces, however, the burden of rules 
of this kind is, in the main, after a little while, diffused away 
from the point of original impact through the prices of the things 
which those persons on whom it immediately impinges sell. Thus 
the cost of sanitary improvements in factories is largely spread 
among the consumers of factory products. Practically, there- 
fore, compensation cannot be paid. About small things and 
incalculable things non curat lex. 

23. There remains, however, one important and interesting 
case half-way between those just considered and the wider sort of 
expropriation that we were studying previously. This is expro- 
priation of the right to charge monopoly prices. The case here is 
not on a par with ordinary Factory Legislation, because the burden 
imposed by the withdrawal of this right would not be diffused away 
from the monopolist. On the other hand, the charging of mono- 
polistic prices is an anti-social act. It would seem that the 
conclusions of section 21 are applicable here. Partial but not 
full compensation should be paid; and the payment should take 
the form of a delayed and gradual withdrawal of the right. 

24. Failing, however, a general withdrawal of the right to charge 
monopoly prices, the State, if it happens to purchase for its use a 
particular concern which has a high value because it has been 
accustomed to charge such prices, ought not to pay less than this 
value on account of the monopoly taint. For it is unfair that 
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particular chargers of monopoly prices should be singled out from 
the rest and compelled to suffer a special burden merely because 
they happen to run concerns which the State wants to buy. 

25. There remains one further problem. We have discussed 
the expropriation of particular items within a class of property 
rights, and the expropriation of a class of property rights as a 
whole. It is held by one school of thought that the owners of 
all property rights—or, more strictly, of all property rights in 
capital goods—should be expropriated. With a policy of so wide 
a sweep no question of fairness as between owners of different 
classes of property can arise. Moreover, compensation could not 
be paid without creating new property rights and so, in part, 
defeating the intention of the expropriation. In the face of a 
policy of this kind there is, therefore, no place for compensation 
in the sense in which we have so far understood that term. There 
may, however, be a place for “‘ compassionate allowances ”’ of the 
sort referred to in section 11. These are payments designed, 
not to balance in any way the injury inflicted upon the subjects 
of expropriation, but to mitigate grave distress into which the 
economically weak among them might otherwise be thrown. If, 
for example, all property rights are expropriated, persons who, 
from age or physical disability, were unable to work and who had 
hitherto depended for their subsistence upon income from in- 
vestments, unless the State somehow assisted them, would be left 
derelict. The need for compassionate allowances in cases of this 
kind was recognised in the decree of April 1918, under which the 
Soviet Government abolished inheritance whether by law or will 
and—apart from some defined exceptions—made the State sole 
heir. The decree provided that relatives who are in need, 7.e. 
do not possess a minimum maintenance, and who are incapable 
of work, should receive support from the property left by the 
deceased. The amount of the allowances was to be determined by 
local tribunals.1 A. C. Picou 


1 Cf. Dalton, The inequality of Incomes, p. 292 n. 











THE EFFECT OF ENGLISH BANK AMALGAMATIONS 
ON WORKING EXPENSES AND PROFITS 


Durine the course of investigations carried out by the 
writer last year it became clear that no statistics had ever been 
prepared by individual banks to show whether or not the pro- 
cess of amalgamation resulted in more economic working. As 
joint-stock banks have been engaged in amalgamation since 
1826, the omission calls for comment. 

Mr. J. Dick, the banking statistician, prepared a number of 
tables, published in 1883, 1891, and 1896,! in which he showed 
that the expense of administering banks was constantly increas- 
ing; and in April 1897 he made the observation that “ every 
one of the London banks has risen (i.e. in expenses), and there 
is no sign that amalgamation has done them any good so far 
as this part of the business is concerned.”* This apart, however, 
no reference was made to the special influence of amalgamation 
policy on expenses, and the only other reference to it is that 
made by Mr. A. H. Gibson in certain statistical charts prepared 
in 1911. These were designed to show the effect on banking 
generally, of developments during the period 1885-1911; and 
they indicated that the banks making most progress in these 
years were the London and South-Western, the London and 
Provincial, and the Lancashire and Yorkshire. In explanation 
Mr. Gibson pointed out that if no account were taken of the 
small absorptions made by the last-named concern, none of 
these banks was built up, as actually others were, by the method 
of amalgamation. He also showed that the two first-named 
banks regularly increased total net profits over the whole of the 
period of twenty-six years, and that this was true of no other 
institutions. Further, as a result of the economies to be expected 
from fusion, those banks which had absorbed others should be 
expected to show gradually increased earning power. But this 
was not the case; partly because rates on loans and overdrafts 
had steadily diminished, while those on deposits had increased ; 
investments had regularly depreciated in the period 1897-1911; 


1 Journal of the Institute of Bankers. 2 Pp, 203. 
No. 140.—vVoL. xxxv. QQ 
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and large banks worked on much finer margins; and partly 
because while small banks were accustomed to keep but a small 
percentage of liquid assets, after amalgamation this had to be 
increased in order to rank with the standard of the large bank; 
together with the fact that bad and doubtful debts often leaked 
out after the fusion was completed. It will be observed that the 
latter part of these reasons refers particularly to the effects of 
amalgamation. 

It is clear that Mr. Gibson was conscious that amalgamation 
tended to increase expenses and to lessen the margin of profits. 
But the exact part played by the movement is not stated. It is 
worth while, therefore, to endeavour to determine more precisely 
the full effect exerted by it on both items. 

Since accurate and sufficient statistics are not available for 
many of the earliest and latest years—after 1826 and after 1913— 
the task is difficult. For this the undue secrecy which has long 
been characteristic of English banking methods is responsible. 
Of the figures which are available, however, a typical record of 
the relations of net profits and expenses may be obtained by 
glancing first at the unified balance sheets of the London joint- 
stock banks. 


TABLE I 
London Banks. 


(All Percentages are calculated on Total Working Resources, which include 
Capitals, Reserves, Deposits, and Acceptances.) 








Percentage of 

Year. No. of Net Expenses. Seema to 
Banks. Profits. Net Profits. 

1861 6 1-12%, 074% 66% 
1866 ll 1-74 0-86 49 
1871 13 1-33 0:72 54 
1876 15 1-04 0-70 67 
1881 14 1-62 0:79 49 
1886 14 1-37 0-88 64 
1891 15 0-92 0-68 74 
1896 12 1-12 0-94 84 
1901 10 1-30 1:04 80 
1905 10 1-16 1-08 93 
1911 9 1-02 1-18 116 
1913 4 1-06 1-31 124 
1914 4 0-90 0-96 107 

















This table reveals some fluctuations, most of which may be 
easily explained; for instance, the results for 1866 may be shown 
to have been occasioned by the speculative mania which pre- 
ceded the disastrous Gurney failures, and those for 1891 by the 
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stagnation consequent on the Baring crisis. Again, the jump 
in the figures for 1913 reflected the strong trading activity of 
that year. 

These qualifications in mind, it will be apparent that expenses 
increased regularly over the period, while net profits showed a 
distinct decline. If it had been possible to show figures for a 
sufficient number of banks after 1914, the comparison would 
probably have been more significant. 

The results for all banks in England and Wales may now 
be cited. Since there was an absence of similarity in the methods 
of presenting accounts, and not a few banks which indicated net 
profits failed to show details of expenses, it is necessary to use 
two separate tables. 

TABLE II 


Banks in England and Wales.—NeEt Profits 











Year. No. of Banks. Net Profits. 
1874 63 1-88% 
1883 90 1-67 
1891 95 1-13 
1896 124 1-13 
1901 63 1-21 
1906 —-- 1-07 2 
1911 37 0-96 
1913 37 1-132 
1914 32 0-94 
1915 32 0-86 
1916 30 0-82 
1917 29 0-73 
1918 20 0-71 
1919 16 0-69 
1920 15 0-79 
1921 15 0-63 
1922 15 0-58 
1923 14 0-57 
1924 14 0-62 








Taking both tables into account it is evident that net profits 
showed a regular decline, which was only interrupted by years 
of exceptional trading, eg. 1913 and 1920. The very large 
expansion of trading and the favourable rates permitted of 
unusual profits in both these years. On the other hand, expenses 
manifestly increased as the years progressed, although the 
movements here are not so pronounced as in the case of the 
London banks alone. The explanation is that provincial firms 
did not find the increase to be so heavy as the more specialised 


1 Based on figures prepared by Sir D. Drummond Fraser, Journal of the 
Institute of Bankers, 1907. 
2 These and following figures are abstracted from the Economist. 
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metropolitan businesses, mainly because they controlled fewer 
branches, because they were not so strongly affected by pre- 
vailing interest rates (since they had more outlets for their 
surplus funds), and possibly because they were not so often 
engaged in amalgamation. 








TaBeE III 
Banks in England and Wales.—EXPENSES 

: Percentage of Total Percentage of 
Year. No. of Banks. | Working Resources. Net Profits. 
1883 54 0:87% 54% 
1891 51 0-89 60 
1896 41 0-89 77 
1901 30 0-95 82 
1906 23 1-08 89 
1911 20 1-08 103 
1912 20 1-03 94 
1913 7 1-06 89 
1914 8 1-02 97 
1915 5 1-04 111 














Although the absence of full accounts prevents the making 
of precise deductions, the general tendency observable in the 
accounts of the London banks is plainly operative over the 
whole field. 

It should be observed that the figures for 1891 and 1896 
were affected by the extremely low interest rates which prevailed 
almost continuously throughout the years 1891-95, and by the 
large numbers of branches opened !—when profits were small 
banks were impelled to extend to the ‘“‘ country ” to seek other 
business. The low rates caused a reduction in the progressive 
increase in “real’’* deposits, which were only £54 millions as 
compared with £63 millions in the succeeding five years, and 
£75 millions in the preceding eight years. This produced a 
serious reduction in the amount of total working resources (which 
include capitals, reserves, deposits and acceptances), and there- 
fore a higher ratio of expenses. The accuracy of this explanation 
is attested by the fact that the greatest increase in expenses was 
shown by the London banks. 

It appears that expenses increased particularly during the 
last forty years. The increase coincides with great activity in 
amalgamation policy,? and therefore it would seem that the 

1 Between 1891-96, 576 new branches were opened. 

2 “* Real ” deposits is here taken to mean actual deposits less advances. 


3’ The number of groupings in this period was 279, or more than half of the 
total for 1826-1924. 
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two phenomena are not unconnected. If figures were available 
for later years than those actually cited, it is probable that this 
conclusion might receive strength. Attention may, however, 
be drawn to the fact that in 1919 the Bank Officers’ Guild was 
formed with the idea of securing a higher scale of salaries and 
other amenities. The endeavours of the Guild have been largely 
successful, directly or indirectly, and salaries have been increased 
substantially. Since 1914, too, nearly 1,000 branch offices have 
been opened, and as costs of establishment have been greatly 
enhanced (e.g. rates, taxes and rents have all increased con- 
siderably), the process has resulted in greater expenses. Concrete 
testimony to this was exhibited in 1921, when the rates for 
deposit money were altered from 14 below bank rate to 2 per 
cent. below. Since this is a favourite method of arranging rates, 
it may be presumed that such a measure was the outcome of 
increased expenses. 

Inquiries made at banks show that no changes of importance 
have occurred in expenses during the last fifty years, and the 
opinion of banking authorities confirms this view. If they 
have altered in amount, therefore, the alteration is clearly con- 
fined to the same items as appeared in the charges of fifty years 
ago. These items are: 


Group 1. Group 2. Group 3. 
Salaries. Insurances. Law Charges. 
Directors’ Fees. Provident Funds. Licences. 

Rents. Light and Fuel. Tea Money for Staff. 
Rates. Other Stamps. Auditors’ Fees, 
Taxes. Travelling Expenses. Advertising. 
Stationery. Agency Charges. 

Postages. Telephone Charges. 


It is not customary to class interest payments as an expense. 
The charges have been arranged in three groups corresponding 
to their respective importance. Of the whole number of items, 
probably the only new ones for all banks in the last year recorded 
were expenditure on advertising and extra insurances. Actually 
a certain amount of advertising was done even fifty years ago, 
as the columns of financial newspapers bear witness. Plainly 
these two items do not account for the general increase now being 
discussed. Also, against the increase in expenditure of these 
items must be set the reduction in agency charges; for the 
amalgamation process has reduced greatly the number of separate 


1 “ Banks’ expenses are to-day the same as fifty years ago, so far as the 
items are concerned, with the addition of pensions.’’—Sir D. Drummond Fraser. 

‘**T know of no change worth mentioning in the number of items so charged 
during the period in question.” —Mr. F. E. Steele. In letters to the writer. 
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banks, and therefore the number and amount of charges. This 
disappearance of banks has caused also a reduction in the 
numbers of directors ' and auditors, while, on the other hand, 
fees have not been greatly increased. 

The items of Tea Money, Licences, and Law Charges are 
comparatively so small and have apparently varied so little in 
the last fifty years that they may be omitted from further con- 
sideration. This reasoning shows the increased charges to be 
due to one or more of the remaining items. Of these the most 
important are Salaries, Rents, Taxes, and Telephone Charges, 
since it is only to be expected that Stationery expenses have been 
lessened as a result of amalgamation.2 Moreover, customers 
are usually debited in some form or other with postages made 
on their account, and the remaining charges are relatively small. 

Obviously, then, the extra expenses on account of these 
items are due mainly to the opening of branches, since these 
are the most important charges in branch expenditure. I have 
attempted to show elsewhere * that the rivalry generated and 
fostered by amalgamation was a potent cause of the swift 
and expansive creation of branches, and if this thesis is correct, 
the increased expenses may be largely ascribed to the amalgama- 
tion movement which coincided with it in point of time. 

The fall in net profits also requires consideration. Beginning 
with 1-88 per cent. in 1874, these showed a persistent drop, both 
for London and the other banks, until 1913. In that year a 
definite gain is recorded. After 1913 the fall is resumed, to be 
arrested again in 1920. Both these deviations have already 
been discussed. The lowest point touched was -57 per cent. 
in 1923, and as compared with 1874 this shows a reduction of 
69 per cent.—for all banks. The reasons for so regular a decline 
include the fact to which allusion has already been made, that 
for about fifteen years there occurred the heavy depreciation 
in gilt-edged and other securities which bankers were accus- 
tomed to hold. This applies mainly to the earlier years, since 
the predominant practice of modern bankers is to make allow- 
ance for investment depreciation after net profits have been 
struck. The increase in the rate of income tax has also been a 
cause, since banks usually pay tax on the salaries of their staffs 

1 Total directors of English joint-stock banks in 1900, 1913 and 1923 were 
respectively 580, 423 and 390.—Bankers’ Almanack. 

2 “ Quite an appreciable one (saving) as regards stationery.”—Sir Felix 


Schuster, in a letter to the writer. 
3’ The Amalgamation Movement in English Banking, 1825-1924, about to be 


published. 
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as well as on profits. The competition of municipalities, discount 
houses, thrift and friendly societies, the Post Office Savings 
Bank, mill loans (especially in Lancashire), and other forms of 
investment, has curtailed the increase of deposits, and, taken 
with the strong competition among the banks themselves, has 
necessitated higher rates of interest. Interest is now allowed 
even by some London banks on current account, and on a more 
extensive scale than before by provincial concerns, and this 
militates against high profits. There is no doubt, too, that 
inter-banking competition has reduced commission and overdraft 
rates—both of which are of great importance for profits. Account 
must be taken of the new avenues of profit opened up by engage- 
ment in acceptance and discount business, foreign business, and 
trustee business; but there is no doubt that this extension of 
functions has proved relatively less profitable than the old and 
principal function of loaning. Lastly, a certain amount of 
weight must be given to the fact that the amalgamated banks 
now make larger appropriations to reserve funds and contingency 
funds, e.g. Staff Widows’, Reduction of Premises, and Provident 
Funds of all types. 

But it is not to these reasons that we should look so much 
as to the fact that expenses have shown a continual increase 
over the period. The great difference between gross and net 
profits shown during the last few years | indicates the heaviness 
of the burden, and the evidence of banking authorities confirms 
this deduction.2, And as it has been shown above that amal- 
gamations have undoubtedly increased expenses, they have, in 
consequence, reduced net profits. 

J. SYKES 


1 An illuminating example is the report of Barclays Bank (the only one 
which now publishes details of expenses) for 1924. Expenses showed a reduction 
as compared with 1923, but even so, Gross Profit was £7,508,514, Net Profit 
£2,067,281, and Expenses totalled £5,441,223. 

2 “T think the reason why net profits have suffered is that expenses have 
increased.’’—Sir D. Drummond Fraser, in a letter to the writer. 





REVIEWS 


The Elements of Railway Economics. By the late SmR WILLIAM 
AcwortH, K.C.S.I., in collaboration with W. TETLEY 
STEPHENSON. (Oxford: Clarendon Press. 1925.) 


THIs new edition appeared shortly before the distinguished 
author’s lamented death. In railway economics Sir William 
Acworth was our greatest pioneer. Fired with enthusiasm, 
despising the rebuffs which confront intrepid spirits blazing a new 
trail, he really evolved the science of Railway Economics in this 
country. Those who, years ago, sat at his feet in the little class- 
room tucked away in John Street, Adelphi, will not readily forget 
the charm and interest of his early lectures. 

Few text-books were then available. There was Hadley’s 
Railroad Transportation, lucid and suggestive, but concerned more 
with American than with English practice. There was also 
Colson’s Transport et Tarifs, an acute and logical treatise, but 
founded almost wholly upon continental experience. Railway 
Rates by Grierson, the General Manager of the Great Western 
Railway, was descriptive rather than critical. Acworth, who 
had then just published his well-known book, The Railways and 
Traders, set himself to analyse the peculiar railway conditions 
of Great Britain, and to formulate the general principles which 
applied to them. This he did in his lectures with brilliant 
originality. 

It was typical of those days that his attempt to do so provoked 
caustic criticism, even contumely and abuse, from railway officers 
and directors. To them it was inconceivable, indeed unpardon- 
able, that any person who had not started life as a platform porter 
should presume to venture an opinion on any question connected 
with railways. Acworth’s phrase, “railway economics,” they 
openly derided. 

From such an atmosphere, Acworth’s buoyant spirit drew 
energy and inspiration. His early classes would comprise perhaps 
ten persons. Then a few inquiring junior railway officials began 
surreptitiously to attend the lectures. As years went on, railway 
officials came openly, until Acworth himself could no longer cope 
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with the increasing demand for information. When the London 
School of Economics was transferred from the Adelphi to Clare 
Market, Acworth’s missionary work was elevated into an organised 
department, which now several thousand railway officers and 
servants attend, whose fees are wholly or in great part paid by the 
railway companies which employ them, and whose course of 
study is supervised by an expert Railway Advisory Committee, 
consisting of General Managers and other experts. There was 
nothing in Acworth’s long and distinguished career of public 
service which gave him greater satisfaction than this conversion. 

The first edition of The Elements of Railway Economics was 
really the substance of his lectures. No more than 159 pages, 
it was without question, before the war, the standard book on 
the general principles applicable to railway conditions in Great 
Britain. But the war created new conditions, so this second 
edition deals with railways during the war and during the period 
of post-war reconstruction. How little provision had been made 
for railway administration in the event of war is evidenced by 
the fact that on August 4, 1914, Government control of the rail- 
ways was taken for one week only and subsequently renewed 
each successive week. No consideration whatever had been 
devoted in advance to the economic and financial aspects of 
control. This Acworth clearly demonstrates. The success of 
control was due, not to Government administration, but because 
the real control was exercised by a Railway Executive Com- 
mittee, all of whom were railway General Managers or railway 
officers. There was little method about the basis of compen- 
sation paid to the railway proprietors. The arrangement was 
a compromise; the Government agreed to guarantee to each 
controlled company a net revenue at a rate equal to that earned 
for the year 1913. But, as Acworth points out, control in Eng- 
land, makeshift and improvised as it was, compared more than 
favourably with control in the United States of America. There, 
when the railways were taken over by the Government in 1918, 
the railway men, who had been responsible for their operation, 
were replaced by politicians and Civil servants, with—as might 
be expected—unhappy consequences. 

With the Armistice in November 1918 came the tardy 
appreciation that if railways in this country were not to be 
nationalised, a policy which the Government refused to enter- 
tain, they must be handed back, in a workable condition, to 
the owning companies. The shrinkage of Government traffic 
after the Armistice, the increased wages bill, the introduction of 
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the shorter day, made it plainly impossible for the railway com- 
panies to accept the railways back from the Government and to 
operate them on an economic basis at the pre-war level of rates 
and fares. Accordingly, the Ministry of Transport Act, 1919, was 
passed, establishing the Ministry of Transport and empowering 
the Minister, pending the settlement of a national railway policy 
and after consulting the Railway Rates Advisory Committee, for 
whose establishment provision was made in the Act, to authorise 
the companies to charge increased rates and fares. After two in- 
quiries by this Committee, of which Acworth was a prominent 
member, two increases of rates were ordered by the Minister in 
1920, the last of which fixed rates at about 100 per cent. over the 
pre-war level, and in addition imposed a flat charge intended to 
cover the exceptionally increased costs of short-distance traffic, 
varying from 3d. to 1s. 6d. per ton, according to the class of traffic. 
But the prolonged coal strike of 1921, as a result of which railway 
receipts fell heavily and the taxpayer was obliged to find 60 
millions sterling as a railway subsidy to cover working expenses 
and the guarantee of net receipts, upset altogether the equili- 
brium which the Railway Rates Advisory Committee thought they 
had established between rates and fares and net receipts. This 
precipitated the need for a permanent post-war national railway 
policy. Accordingly the Railways Act, 1921, based on a Report 
by the Rates Advisory Committee, was passed. Of this Act, 
Acworth, writing with his special knowledge as a member of 
this Committee, has much to say in commendation and in 
criticism. The Act transferred the railways back from the 
Government to the companies. It provided for three main 
purposes : (1) the amalgamation of 130 odd railway companies in 
Great Britain into four main groups; (2) the abolition of the old 
system of maximum rates and charges which had distinguished 
English railway legislation from that of most other countries, and 
the introduction of the American system of ‘‘ reasonable rates,”’ 
whereby a trader can at any time challenge a rate. Under this 
system the Railway Rates Tribunal which has been set up by 
the Act is to fix such rates and charges as will enable the railway 
companies, with efficient and economical working and manage- 
ment, to earn gross revenues sufficient to remunerate invested 
capital at substantially the pre-war rate. And (3) the Act 
provided conciliation machinery between the management and 
the men, more especially in regard to the question of wages, 
by establishing a National and also a Central Wages Board. 
To a notable deficiency in the Act Acworth draws attention—the 
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absence of contact between the Railway Rates Tribunal, which 
fixes the rates, and the Wages Boards, which fix the level of wages. 
Each is free to pursue its own policy without co-operation with 
the other—a hopeless proceeding. 

The Railway Rates Advisory Committee has classified mer- 
chandise in twenty-one new classes instead of the old eight. 
The Railway Rates Tribunal for each of these twenty-one new 
classes is now proceeding to fix standard rates for conveyance, for 
station accommodation, etc., and for terminal services. Thus the 
trader will be able for the first time to calculate the total standard 
amount for the conveyance of a consignment of any class from one 
point to another. Acworth had long struggled for this principle, 
and he lived just long enough to see it carried into legislative 
effect. Another reform is the increase in the minimum rate per 
consignment. While in agreement with this, Acworth fought hard 
for the fixing of a minimum weight per wagon, as is done all over 
the Continent, in addition to a minimum weight per consignment. 
But the conservatism of the traders was too much for him. He 
argued forcibly that this would have conduced to greater economy 
of handling and, as 80 per cent. of any saving must be given to the 
traders under the Act of 1921, to a means of reducing rates. 

Always constructive, Acworth searched indefatigably for 
expedients whereby railway rates can be cheapened. He did not 
delude himself by thinking that substantial reductions would 
result from railway grouping. He looked to the vigilant seizing 
of every opportunity for effecting less heroic economies, as, for 
example, by concentrating construction of stock, etc.,in a few yards 
so as to secure the benefits of large-scale production, by a wide- 
spread introduction of automatic signalling at intermediate 
block stations, so as to reduce the amount of labour required, by 
the facing of points into level sidings in order to get freight trains 
more quickly away from the running line, by the introduction of 
continuous braking of freight trains to obviate loss of time in 
pulling up, and predominantly by the increase of train and truck 
loads so as to reduce the cost per ton of haulage, eliminate the 
necessity for the replacement of worn-out railway stock, and 
enable land now used for superfluous sidings to be devoted to 
other more remunerative purposes. 

In the final chapter he deals with the very controversial 
question of passenger traffic and passenger fares, pointing out 
that the present passenger fares are the result of a long process 
of trial and error, dating back to stage-coach days. He shows, 
what to some will seem surprising, that the cheapened rates of 
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excursions, season and workmen’s tickets reduce the average 
fare paid per passenger (of all classes) per mile to about 56 per 
cent. of the ordinary third-class fare per mile. 

The reorganisation of the basis of railway rates and fares 
effected by the Act of 1921 is the most radical change yet attempted 
in our railway practice. A stupendous burden has been laid on 
the Railway Rates Tribunal, in the view of some critics, though 
not of Acworth, almost beyond the limits of human ability, 
however distinguished. The Act aims at the stability of the rail- 
way industry coupled with the cheapening of railway transport. 
To what extent these aspirations will be realised will be left for 
the next generation to discover. As yet the omens are not 
propitious. There was never before so interesting a field for 
research thrown open to the student of railway economics. 
Acworth has indicated with sagacity and precision the lines 
along which such investigation should proceed. 

LyNDEN MacassEy 


Unemployment Insurance in Great Britain : a Critical Examination. 
By the authors of The Third Winter of Unemployment and 
Is Unemployment Inevitable? (London: Macmillan and 
Co., Ltd. 1925. Pp. 68. Price 1s. net.) 


Tuts short but thorough examination of the working of 
Unemployment Insurance by a group of independent authors 
of eminent abilities and wide range of opinion would in any case 
be of high value, and it is specially so as a corrective to the many 
ill-informed criticisms which are directed against the system. 
Its nature and objects even now are far too little understood. 
There is not wanting evidence, also, that popular criticism tends 
to increase the evils against which it is directed, and to make 
applicants for benefit less careful than they might be. “‘ The 
applicants,” said a Reading master-builder (p. 49), “ want it 
brought home to them more clearly that the fund is one to which 
they have contributed and which it is to their interest to protect. 
The unnecessary word ‘ dole’ should be dropped.”” The book itself 
also corrects loose ideas in regard to ‘‘ extended ”’ as distinct from 
“ standard ”’ benefit. ‘‘ So long as contributions from the workers, 
the employers and the State are sufficient to cover disbursements 
under the scheme the recipient may justly claim that he is drawing 
from an insurance fund” (p. 14). Further, the interests of 
employers in the insurance, as a means of keeping their skilled 
staffs together and in a state of efficiency, is well worth emphasising. 











1925] UNEMPLOYMENT INSURANCE IN GREAT BRITAIN 595 


At Birmingham, for instance, employers do not look with favour 
on the removal of their workpeople to other areas during tem- 
porary slackness. “‘ They pay part of the insurance and they feel 
they have a real grievance when the labour force they have 
trained is moved to another area when conditions of a temporary 
nature compel them to suspend operations ” (p. 18). This remark 
may be recommended to advocates of the promiscuous transfer 
of unemployed women of other occupations to domestic service. 

The authors’ method is one with which readers of their previous 
books will be familiar. They first summarise shortly the problems 
to be solved, and give a concise account of the working of the 
system, which will be specially valuable to readers studying the sub- 
ject for the first time. There follow a series of investigations in a 
number of urban areas; and a concluding collation and examina- 
tion by the authors of the evidence. The districts selected, 
Birmingham, Bolton, Cardiff, Glasgow, Leeds, Reading, Shore- 
ditch and Tyneside, provide, as the authors claim, a very fair 
sample of industrial Britain. It is possible, however, that in some 
respects, notably in efficiency of administration, and in the co- 
operation of employers, Trade Unions and Employment Exchanges, 
these areas may be above the average. If so, the abuse of the 
Act, taking the whole country, may be somewhat greater than is 
suggested by the authors, but the difference is probably slight. 
The authors speak favourably of the Employment Exchanges. 
The evidence “ absolves them and their officials from any charge 
of inefficiency in administering benefit, at all events in the urban 
areas investigated ” (p. 64). They point out, however, that the 
amount of Insurance work is apt to interfere with the proper work 
of the Exchanges, in bringing employers and workers together, and 
the area reports tend to reinforce this conclusion. 

The general conclusion of the authors on the question whether 
the unemployment benefit is liable to serious abuse or extensive 
frauds is significant. ‘It is abused,” they say, “by a tiny 
minority, but this assuredly does not mean that large quantities 
of work remain undone which would have been done but for the 
scheme ”’ (p. 61). They also emphasise another significant fact 
that, whilst complaints are not uncommon, cases of abuse which 
will stand investigation are rare. This is borne out by the 
investigators’ reports. ‘“‘ Critics as a rule,” said one, ““ when asked 
to specify a case cannot give one ”’ (p. 30). Reference by another 
to a particular Rota Committee-man, as “simply a petty tyrant 
delighting in striking people off the benefit ”’ (p. 24) is an interest- 
ing illustration of how evidence of abuse may be manufactured. 
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This experience is very similar to that of the Domestic Service 
Committee of the Ministry of Labour, who found great difficulty 
in securing real evidence to support the cases which they 
investigated. 

The question of abuse really resolves itself into two: namely, 
whether the unemployed try to get benefit without genuinely 
desiring work, and whether they succeed in doing so. These 
subjects were investigated from two standpoints, from that of the 
persons involved and from that of the efficiency of the machinery 
of administration, to which reference has already been made. 
From both points the verdict is on the whole favourable. Generally 
speaking, the willingness and even eagerness of the great majority 
to get work confirms the conclusion reached in the autumn of 1922 
in The Third Winter of Unemployment. This is the more satis- 
factory in that the fears then expressed of general demoralisation 
by the continuance of unemployment do not appear to have been 
realised. That there is an element of work-shies is admitted, but it 
is mostly not the creation of the system, which, as the Glasgow in- 
vestigator suggests, does little more than bring them to the surface. 
A certain number of men, however, appear to have succumbed 
to the long period of unemployment, but they are comparatively 
few. From one or two districts, indeed, there is evidence that the 
good effects of the benefit have been shown in maintaining the 
health and efficiency of the unemployed, and so making them more 
readily employable. Even as it is “employers do not care to 
take on men who have been unemployed for a long time; they 
are usually out of working trim ”’ (p. 36); but this must certainly 
have been far worse before the system existed, when frequently 
the men were badly underfed. A less satisfactory feature that 
is reported from more than one district, is the ‘‘ tendency of em- 
ployers to reduce their staffs more readily because of the existence 
of the Insurance Scheme.”’ 

As regards the success of the waster and impostor in obtaining 
benefit, the evidence suggests that the Rota Committees are not, 
for various reasons, in the position to make entirely satisfactory 
investigations, and possibly the authors do not allow enough for 
this. But the information as a whole supports the view that the 
organisation has been pretty generally successful in detecting such 
persons. In some districts this is very marked. Thus at Bolton 
‘all the notorious ‘ dodgers’ in the town have long since been 
eliminated ” (p. 23), and even in Shoreditch, where opportunities 
for “‘ dodging ” appear to be greatest, it is claimed that “‘ very 
rarely has any detected case been operating for more than a 
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month ” (p. 50). It appears, indeed, that any increased abuse is 
found mainly in regard to Poor Law Relief and not to Unemploy- 
ment Insurance. This is a strong argument for greater co- 
ordination of the two, and for making provision for the unemployed 
the sole charge of the Insurance System. 

There is one point in which possibilities of abuse may be greater 
than is suggested in this book. So long as it is possible to offer 
definite jobs to applicants, the Acts seem to provide ample safe- 
guards, and, as one or two instances quoted appear to show, may 
even lead to instances of undue severity. But in a depression 
like the present one, the possibilities of offering work are often 
very limited, and, where this is so, a valuable check is removed. 
It is possible, therefore, that there are rather greater openings for 
abuse, and that cases of it are more numerous than the authors 
and investigators appear to believe. 

The difficulties which may arise in connection with certain 
classes are fully explored in the book. Such classes include married 
women, in whose case the genuineness of desire for work is specially 
difficult to verify; youths of eighteen to twenty-one, who not 
seldom receive as much (or more) in benefit as they do for wages, 
and casual workers. With all these there is evidence of a special 
problem, and it is with young workers, particularly those who have 
never had the opportunity of regular work, that the habit of 
“living on the dole” is most likely to arise. It is doubtful, 
however, if the suggestion made by the authors of a graduated 
rate of benefit between fourteen and eighteen, with the full rate 
as now at the latter year (p. 65), would be as effective as the alter- 
native of a less than full rate, though with some increase over the 
“under eighteen ”’ rate, between eighteen and twenty-one. At the 
same time, whilst there is more evidence of abuse among such 
special classes, the information is often very conflicting, some of it 
showing a very genuine desire to secure work. A satisfactory 
general feature of the inquiry was the emphasis it laid upon the 
strong desire of the respectable workman to obtain work rather 
than live on the benefit. 

The above are only a few of the matters which are dealt with 
concisely and yet adequately in this excellent little book. It has 
many merits alike in the authors’ own work and in that of their 
investigators. All has been well done, and one’s only regret is 
that limits of space have not allowed a fuller treatment of the 
subject, notably in the summary of the provisions of the Act. 
But the authors have been successful in bringing out the points 
which specially need emphasis, and in view both of the book’s 
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conciseness and its low price, there will be little excuse for con- 
tinued misunderstanding of the nature and consequences of the 


Insurance System. 
N. B. DEARLE 


Wages and the Family. By Paut H. Dovetas. (University of 
Chicago Press. Pp. 290.) 


WE live in an experimental age, and the advocates of change 
find it easy to pick holes in the existing organisation, social or 
economic. Of late years, one method of reforming the wage 
system, that known as family endowment, has been very 
ably and persistently advocated. The basis upon which this 
system rests is the failure of the ordinary methods of remuner- 
ating labour to provide for the needs of the children. The 
standard wage is, say the advocates of family endowment, 
supposed to be based upon the needs of the average family. 
But what is an average family? A man, wife and three 
children? Figures show that only a small percentage of workers 
at any given moment actually possess a family of this size, 
and the result therefore is that, if the existing wage really 
does provide at all adequately for its needs, then every family 
which has more than three dependent children has less than it 
requires, while every family with fewer has more, and the men 
who have no dependent children at all—a surprisingly large 
proportion at any one moment—are grossly overpaid. The 
family endowment plan proposes that the standard wage should 
be based upon the needs of the man and his wife, or, better, of 
the worker, whether man or woman, and the woman who looks 
after his or her domestic requirements. An additional argu- 
ment for the plan is that it helps to solve the very pressing 
difficulty of equating the wages of men and women: one reason 
for paying men more than women is that they are supposed to 
support the rising generation. Under the proposed scheme 
every worker would receive the standard wage, and would be 
paid, in addition, a weekly sum for each dependent child. So 
far all is plain sailing, but there are obvious difficulties. From 
what source are the children’s allowances to be drawn? and by 
whom, and how, are they to be paid? Is the burden of sup- 
porting the new generation to be spread over the whole com- 
munity ?—in other words, are the allowances to be paid out of 
taxes, or should each industry, or each locality, be responsible 
for its own children? What is the cost of rearing a child? 
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Whose child is to be the standard? For it is clear that the sum 
which would suffice, and handsomely suffice, for the maintenance 
of the child of an agricultural labourer, living in a village, would 
be singularly insufficient for the child of, say, a Chicago engineer 
or a Harvard Professor. 

The latest addition to the literature of the subject is a careful 
work by Professor Paul Douglas of Chicago, who frankly sup- 
ports family endowment, and is apparently a believer in the 
desirability, if not the immediate practicability, of socialisation 
of the means of production and distribution. 

He begins by supporting the thesis that industry does not 
produce enough to pay every worker a wage sufficient for the 
support of a family of five, and incidentally shows that the 
average family in the States is much more like four than five. 
He then goes carefully into the various European experiments. 
France and Belgium, Germany, Austria and Czecho-Slovakia 
have all tried the plan upon a fairly large scale, other countries 
upon a smaller. What is the result? In the first place, the 
numbers who come under some sort of family allowance scheme 
have increased and are increasing. But the European experi- 
ments are not really family allowances. They are really more 
in the nature of bonuses related to the cost of living. The sums 
paid for each child are very small, and bear no real relation to 
the cost of maintenance. The difficulty of preventing the 
employer (for the European children’s allowances were initiated 
by and are paid by employers) from discriminating against men 
with families, and employing only unmarried men or married 
men without dependent children, has been obviated by the 
existing schemes, which provide for pools, formed by contributions 
from employers (usually upon a basis of numbers employed), 
and from these pools the children’s allowances are paid. There 
are still difficulties as to firms or industries which employ a large 
proportion of women or of juveniles, and which consequently 
object to paying as large a contribution into the pool as is claimed 
from firms which mainly employ men. Professor Douglas also 
notes a tendency for married men to enter the industries which 
pay children’s allowances, while unmarried men tend to avoid 
them. The French schemes, which are the best known, have 
been organised by employers partly in order to avoid raising 
wages, and partly in the hope of increasing, or at least of pre- 
venting, a further fall in the birth-rate, and of thus securing 
and stabilising a supply of labour. Thus larger sums are paid 
for second, third and fourth children. As Professor Douglas 
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remarks, it is only third and fourth children who mean a net 
gain to the population. Moreover, the plans are looked upon 
with a doubtful eye by Labour, which suspects them of keeping 
down wages, of checking mobility, and of weakening the bargain- 
ing power of the workers. 

The difficulty of evolving a really satisfactory working scheme 
is well brought out by Professor Douglas’ account of the Australian 
discussions. In the first place, it is extremely hard to fix a basic 
wage. Thrifty European housewives would be amused, but 
probably also scandalised by the sum, just under £200, sug- 
gested as necessary for clothing by the Union representatives 
before the Piddington Commission. Next, who should be 
financially responsible for the cost of the children? Labour 
wants the burden borne by the State—that is, by the taxpayer— 
in the hope that most of it can be placed upon the shoulders of 
the richer classes. Others feel that industry should support 
its own children. There is a further division of opinion as to 
whether the necessary funds should be paid by each industry— 
for instance, that the mining industry as a whole should support 
all miners’ children—or by each locality. There is clearly much 
to be said upon both sides. Nor is it easy to provide for the 
children of unorganised workers—for instance, small-holders, 
costers, small shopkeepers. Yet the needs of their children 
are no less than those of miners or glass workers. Professor 
Douglas very honestly points out the way in which Australian 
Labour’s enthusiasm for family endowment diminished rapidly 
as Labour’s prospects of assuming office increased. He has an 
interesting discussion as to the incidence of the burden, the 
difficulties of avoiding the encouragement of idleness and the 
need for supervision of the recipients of allowances, although 
he fails to make clear, what is surely obvious, that an organised 
system of inspection must necessarily add very considerably 
to the cost of the scheme. He also discusses some of the other 
difficulties—for instance, that of unemployment. Employers 
can hardly be expected to pay children’s allowances during a 
strike. But if the allowances are withheld, the children suffer, 
and the fundamental idea of the scheme is that children should 
not suffer because of the inefficiency, ill luck or idleness of their 
parents. Moreover, such a possibility adds very potent force 
to the employers’ bargaining power. Again, what is to happen 
to the children of men temporarily unable to obtain work ? 
These and other problems seem to us to need a great deal more 
hard thinking, before the plan, attractive as it undoubtedly 
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seems in many ways, can be regarded as really within the range 
of desirability, even of possibility. Upon what scale should the 
allowances be fixed? We are all troubled about the quality of 
our population, not only about its quantity. Plans which secure 
quantity and neglect quality cannot appeal to us, even if they 
are acceptable elsewhere. Professor Douglas is conscious of this 
difficulty, but does not solve it: its solution, indeed, is not easy. 
Nor does he solve, though he does consider, the economic problem 
which is equally urgent. If, as most of us believe, the average 
wage is related to the average standard of comfort, and that 
standard usually includes the desire for children, then how will 
earning power be affected by the existence of children’s allow- 
ances? Most of us are as lazy as we dare to be. If under the 
new plans we need only earn the basic wage, which ex hypothesi 
is lower than the usual standard-of-comfort wage, are we likely 
to exert ourselves to earn the amount over and above that wage 
out of which children’s allowances are to be paid? I fear it is 
improbable. A rising standard of comfort tends to increase 
earning power, a shifting of responsibilities to diminish it. No 
one wants the hunger of the children to be the only incentive 
to earning, for we all know that despair leads to danger rather 
than to efficiency. But is it not more upon the lines of true 
progress to work for increased standards of comfort, increased 
efficiency, increased earnings and thus for a real growth in the 
admittedly insufficient national dividend, than to attempt 
redistribution upon lines which seem likely to diminish the 
incentive to earn? We all want improved distribution. The 
difficulty is to evolve a method which at the same time increases 
production. So far the advocates of family endowment have 
not proved that their plan will meet the case. 
LETTICE FIsHER 


The Tenure of Agricultural Land. By C.S. Ornwin and W. R. PEEL. 
(Cambridge University Press. 1925. Pp. viii+ 76. 3s. 6d.) 
THE drastic proposal which constitutes the raison d’étre for 
this little work is based upon one fundamental assumption, viz. 
that the English system of landlord and tenant-farmer has 
definitely collapsed. The title of the remedial measure put forward 
by its authors momentarily affords ground for the conclusion that 
they are in agreement with one or other of the two political 
parties advocating nationalisation; the latter, however, have 


different objects in view, and would proceed upon divergent lines. 
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Before discussing the scheme in detail, it may be permissible 
to suggest that the above-mentioned assumption is not yet 
irretrievably established. Has not private landlordism weathered 
other serious (and more protracted) economic storms within the 
last few decades? Should it be condemned and its functions 
assumed by the State after a relatively short period of tribula- 
tion and when, moreover, the countryside already exhibits signs 
of recuperation? Is it proved that any considerable number of 
landowners are failing, wilfully or from necessity, to meet their 
financial obligations? Nor is it as if the policy of the State 
for upwards of forty years had not been directed towards 
strengthening the position of the tenant; the “‘ three F’s,” for 
instance, no longer provide the latter with an effective rallying- 
cry. Many readers will hesitate before endorsing the opinions 
of Mr. Orwin and his coadjutor on such points as these, but 
there is, of course, no question as to their sincerity, and their 
plan is put forward as a considered attempt to ameliorate the 
position of all three parties in agriculture. They themselves 
modestly describe its provisions as merely forming a basis for 
discussion. It certainly merits the closest investigation, and, 
if their contentions are proved right, there may eventually be 
no alternative to nationalisation in some such form. 

The book is divided into five chapters, rather more than 
half its space being devoted to an historical account of former 
proposals (ranging from the theories of eighteenth-century 
writers, such as Spence, to the provisions of the Finance Act of 
1909-10) and to a statistical analysis of the use and distribution 
of land in recent times. These sections call for little comment, 
but one may question the phraseology of the statement on 
p. 17, that “‘ a very large acreage of land is already in public, 
or semi-public, ownership,” since the figure in question repre- 
sents about three per cent. of the area under crops and grass. 
Again, does the fact that the number of holdings owned, or 
mainly owned (these latter, and important, words are omitted), 
by their occupiers has increased from eleven per cent. to twenty- 
three per cent. during the last six years really afford “ proof 
of the silent revolution” going on in rural England to-day ? 
Is there any assurance that this movement will continue un- 
abated, and does the process itself necessarily imply “ the passing 
of the great landowner”? It would be interesting to know 
what types and sizes of farm have principally been acquired, 
and from whom, and whether many new-comers have not invested 
money gained during the war in realty, as has always been the 
case after similar events in the past. 
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When the details of the scheme are investigated, one finds 
that it is intended to be applied (a) to England and Wales and 
(b) solely to agricultural land. The exclusion of Scotland under 
(a) enables the special problems associated with the ownership 
of land north of the Border to be avoided. Under (bd) it is 
claimed that by the compulsory acquisition only of “ agricultural 
lands and other forms of property falling outside all administrative 
urban areas,” the undertaking would be immensely simplified 
and its cost reduced. Although a recent Act of Parliament 
may have defined an agricultural village, there exist innumer- 
able areas which are to all intents and purposes urban in char- 
acter, although still classified as rural by the Local Government 
authorities. The extension of modern means of transport has 
raised the value of large tracts of such land above an agricultural 
level, and, as lands “‘ supposed to possess a prospective building 
value’ would receive a ten years’ moratorium to permit of 
development, it is certain that a very large proportion of all 
property earmarked would evade acquisition. Conversely, it is 
probable that urban areas contain more land devoted to farming 
than is anticipated by the authors. Thus, Geary in Land Tenure 
and Unemployment, p. 184, quoting H. of C. Paper 119 of 1913, 
refers to Rhondda, where 19,888 acres, out of a total of 23,885 
within the Urban District boundary, are rated as agricultural, 
to Bradford with 14,534 out of 22,843, and even to Birming- 
ham with 20,000 out of 43,000. The State is only to acquire 
the surface rights, leaving minerals in private hands; such a 
policy would involve complicated negotiations in many parts 
of the country. No acreage limit is mentioned, and, as the 
only exemptions comprise lands associated with public utility 
services, commons, churchyards, and vicarage houses (a specific 
reminder being inserted to the effect that properties of the 
Crown, County Councils, Charity and Church lands are scheduled 
for purchase), it must be intended to expropriate the holders of 
quite small plots; thus, many cottagers, the occupiers of resi- 
dential properties and the owners of semi-urban gardens will 
alike swell the enormous total of individuals with whom negotia- 
tions must be initiated. As the avowed object is to acquire 
control over all farm properties, a more reasonable and expeditious 
method would have been to purchase only that land which 
figures in the annual returns of the Ministry of Agriculture. 
Owner-occupiers are to be offered the option of a tenancy for 
the term of their lives, of the lives of their wives, or of the sur- 
vivors of them, or, alternatively, for a period of years. The 
interest of leaseholders would be bought out side by side with 
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that of their ground landlords, since in the case of buildings the 
present value of the reversion would be assigned to the latter 
and the remainder to the former. 

When the most important question of all, finance, is reached, 
one finds that a little more than two pages disposes of this immense 
problem. The valuation itself is referred as “a mere matter of 
arithmetic,” Schedule A assessments forming the basis for what, 
‘“‘at the present moment,’ would represent twenty-two and 
a half years’ purchase. The figures mentioned, namely, 
£1,125,000,000 as the capital sum, and £50,000,000 for annual 
value, are admitted to be the result of guesses, but the majority 
of readers will not endorse the statement that ‘the financial 
side of the problem is not one which should present difficulty,” 
nor will they designate it “‘ a relatively small transaction which 
should cause no embarrassment.” It should be stated that the 
stock created, redeemable by a deferred sinking-fund, would 
bear interest “‘ comparable with the yield of long-dated Govern- 
ment stocks.” No further information is accorded, nor is any 
attempt directed towards drawing up a composite balance sheet 
or gauging the effects of this vast loan. The ability of the State 
to maintain its newly acquired property indefinitely at the high 
standard postulated, whilst at the same time conforming to its 
financial obligations, is tacitly assumed. The possibility of 
rural land values falling is ignored, but it must be observed that, 
until the State has become absolute owner, it will be dependent 
upon the price-level of agricultural commodities to maintain 
its rents. The necessity for providing additional money to 
make good the remission of death duties and the extinction of 
the land tax is apparently not admitted. Incidentally, both 
tithe and copyhold tenure are spoken of as if they were not at 
present the subject of legislation. A hard-and-fast valuation 
system, based solely on present cash rentals, would present 
many anomalies when applied to properties acquired, respec- 
tively, before, during, and after the recent depression. Indeed, 
static conditions are assumed to prevail in future years, since 
no reference is made to anticipated changes in cash rents, with 
the corollary of under- or over-payment of the present owners. 
It is even questionable if Schedule A is a uniformly equitable 
basis for compensation in the case of a fen farm, a plot of land 
in a market-gardening district, or a large light-land estate in 
Norfolk. In this connection the examples of private sales 
quoted on pp. 69 and 70 are not very helpful to the general 
argument in favour of State purchase. 
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Considerably more space (eight pages) is devoted to a precise 
description of the administrative measures proposed and of the 
personnel to be created. A new Branch of the Ministry of 
Agriculture would be established to act as intermediary between 
the Board of Inland Revenue and the County Councils, for 
these latter bodies would be dominant in their own areas. 
County, and under them, District Land Agents, each with an 
area of 30,000 acres, would be appointed, and County Foresters 
would supersede the Forestry Commission; we read of admission 
to the administrative posts by examination, of grades in the 
clerical staffs, of temporary assistants, and of “ considerable 
staffs of workmen of all kinds.” All this savours of an expensive 
bureaucracy, the activities of which, in the opinion of most 
farmers, would more than cancel any advantages derived from 
absolute security of tenure. 

The last section enumerates the gains and losses which, it is 
claimed, would follow the inauguration of the whole scheme. 
The only loss anticipated—the gains are those put forward by 
other advocates of nationalisation—is that from the yield of 
the stamp duty on transfers of rural property. 

Such is the plan. It avoids certain fatal objections, from 
an agricultural standpoint, which attached to previous schemes. 
It does not, for example, seek to impose a standardised control 
over actual farming methods, nor does it aim at the creation 
of a universal system of small occupying-owners. Tenant- 
farmers, the bulk of rural dwellers and the majority of land- 
owners will trust that the necessity for putting this, or any 
similar proposal, into force will not arise. If external circum- 
stances forced its application, they might legitimately call for a 
reconsideration of the extent and type of land to be acquired, 
and might demand greater elasticity in the valuation system. 
Economists, together with the general body of taxpayers, will 
certainly ask for an amplified explanation of the finances of the 
measure, for, as matters stand, there would appear to be very 
grave risk of the Exchequer being called upon to make good, 
ab initio, a heavy annual deficit, with the probability of increasing 
liabilities. All classes will join in thanking most cordially Mr. 
Orwin and Colonel Peel for producing a very readable book, 
which contains much valuable material and, were that needed, 
affords further evidence of their solicitude for the well-being of 
English agriculture. 


J. A. VENN 
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Die Umschichtung der Europdischen Vermégen. By RicHarp 
LEWINSOHN. (Berlin: S. Fischer, Verlag.) 


THis is a very interesting attempt to determine the redistribu- 
tion of private property caused by the war and the subsequent 
economic and political vicissitudes of the various States of 
Europe. But, while the whole of Europe is dealt with, the more 
interesting and more fully worked out portion of the book is that 
dealing with Germany. The writer carefully distinguishes 
between national loss and national redistribution. For instance, 
the fact that there was a reduction of 45 milliards of gold marks 
in the deposits of Savings and other Banks does not mean that 
there was necessarily a national loss to this extent. The Banks 
advanced the bulk of this money on mortgage and were repaid 
the amount in worthless currency, but what was lost by the 
depositors was gained by the borrowers who freed their estates 
from mortgage. The writer estimates the total national loss 
at far lower figures than is done by the school of Helfferich. He 
considers the loss through the surrender of Alsace Lorraine, 
Upper Silesia, Posen and Danzic, all economically very valuable 
territories, at about 10 per cent. of the total pre-war wealth, 
against which in calculating the per capita loss one must, of 
course, allow for the reduction of population, and he calculates 
the remaining losses through the Versailles treaty and the Ruhr 
occupation at about 8 per cent. This works out into enormous 
figures, but yet far lower than those of the so-called national 
economists, who do not realise that a great deal of their so-called 
loss is merely redistribution. The redistribution has been far- 
reaching and must seriously affect the future economic, social 
and political conditions of the country. 

In describing the inflation and the subsequent stabilisation 
the writer proceeds on orthodox lines, but lays a good deal of 
stress on the changing mentality of the public. During the war 
it did not in the least suspect that there was inflation. Mr. 
Cannan pointed out in the December, 1921, number of this 
JOURNAL that very few people grasp the idea of a rise or fall in 
the value of their own country’s money, but this was rendered 
specially difficult in Germany during the war by its complete 
isolation and by the loss of the sense of value caused by there 
being always two prices in the market, the official maximum 
price, always admittedly too low, and the clandestine price in the 
Schleichhandel, often ten times higher and universally regarded as 
excessive. The public, noticing that commodities varied widely 
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in price but that a mark always remained a mark, was willing to 
accept the Government contention that the high prices were due 
to genuine scarcity without noticing that this should have led, 
but did not in fact lead, to a contraction in the effective demand. 
It was only after the Armistice, when the public saw a gradual 
and continuous fall of the mark in the quotations in the foreign 
money markets, that it was realised that there was inflation, 
and those who drew the right conclusion were the first to profit. 
There was only one sure and safe way of making money, and 
that was to borrow and to repay later in more depreciated 
currency. Those who had security to offer never had any 
difficulty in obtaining credit. As the Banks could always 
re-borrow from the Reichsbank, which even in 1922, when the 
mark was only 1 per cent. of its pre-war value, kept its rate at 
5 per cent., they freely lent at rates which seemed high, as they 
allowed for some protection against depreciation, but the 
allowance was always, of course, ridiculously inadequate. Those 
that borrowed always gained and, if wise, invested their profits 
in actual utilities. Those who tried more complicated methods 
mainly failed. Many, observing that with the fall of the mark 
there was a rise in share values, and remembering that, in the 
past, shares went in boom times to far beyond their intrinsic 
values, speculated for the rise and came hopelessly to grief. 
Many of these speculators belonged to the official salaried or to the 
fixed income class, and speculated not so much with a view to 
profit but in the hope that the rise in shares would compensate 
for the increase in the cost of living. In this they were quite 
mistaken. Though shares went to what appeared to be fancy 
prices, they never, in fact, rose to anything corresponding to 
the depreciation of the mark or to the increase in the cost of 
living. In 1923, calculated on a gold basis the cost of living was 
ten times the pre-war rate, while share values, calculated also 
on a gold basis, were only one-sixth of the pre-war price. Contrary 
to all precedent, the longer the boom lasted the greater was the 
devaluation of securities, and, oddly enough, the depreciation 
persisted even after stabilisation and after legislation enabled 
companies to wipe out on very cheap terms all prior debentures 
and bond charges. It may be added that many foreigners took 
a hand in this speculation and came badly to grief. 

The regulations of the third Stewernotverordnung of February 
1924 must be regarded as the ultimate settlement of this economic 
revolution. They decreed what was tantamount to a complete 
repudiation of all Imperial, State and Communal loans. The 
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nominal amount involved was enormous, but the actual figures 
of effective loss are difficult to arrive at, as the later and larger 
loans were subscribed for when there was already considerable 
depreciation. In this connection the author points out that as 
the English taxation pump did not exist in Germany, the Govern- 
ment had to invite subscriptions to fresh loans not merely to 
finance themselves, but also to get back some of the depreciated 
currency and restore some value to the mark. This repudiation 
represented an entire loss to investors mainly of the urban middle 
class, who favoured this type of investment, though patriotism 
no doubt led other classes to invest in the later loans. These 
later loans were applied wholly to unproductive war expenditure 
and represent a national loss borne solely by investors. The re- 
pudiation of the pre-war loans was, however, a clear transfer of 
wealth to the Reich, States and Communes, especially to the last, 
as their loans were mainly for works of road improvement or for 
works of primary sanitary importance. The same regulations 
fixed the price for the redemption of mortgages at what roughly 
amounted to an immediate payment of 8 per cent. (nominally 
15 per cent. commencing in 1932) of the pre-war value. Though 
both rural and urban mortgages had this favourable treatment, 
the profit went quite disproportionally to landowners, who, 
through the high prices ruling for agricultural produce, could 
always compensate themselves for mark depreciation, whereas 
urban owners found that the Rent Restriction Act precluded 
their obtaining any but the most minimal income from their 
properties. This led to a crisis in the urban house property 
market, and at one time large apartment houses did not fetch 
the price of decent carpets. Those who profited by this price 
revolution were those who had the courage to sink capital in the 
purchase of real estate. Foreign capitalists took a considerable 
part in this speculation and came out very well. It was officially 
estimated that in 1921 one-quarter of the house property in Berlin 
was in the hands of foreigners, and this led in 1922 to restrictive 
legislation. In the main foreigners were content with reasonable 
profits and soon got out, but the Swedish Match Trust is specially 
mentioned as having made very large gains in the purchase of 
business premises in Berlin which it did not resell till the autumn 
of 1924. The same Regulations also fixed the price of the 
redemption of debentures and other fixed prior charges of 
industrial companies at what roughly amounted to the immediate 
payment of 10 per cent. of their pre-war value, and, in view of 
the investing habits of{the country, this legislation, favouring the 
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shareholder at the expense of the bondholder, transferred a sum 
calculated at five milliard gold marks from the small to the big 
investors. 

The tendency in all these legislative enactments was to throw 
the loss as far as possible on the urban middle class, which by 
tradition avoided speculation and invested in Government 
securities or mortgage or prior lien loans at fixed rates of interest. 
Along with the feudal aristocracy they were the real Conservative 
force in the country and they have disappeared. No doubt a 
new urban middle class has arisen, but it has quite different 
instincts. It has the inflation mentality, having become rich 
not by saving but by borrowing. The present trouble in Germany, 
usually ascribed to a want of capital, is really due to a want of 
credit. Every form of capital, including even raw materials, 
exists in adequate quantities. The difficulty is to finance 
industry, due to a reluctance to lend except at exorbitant rates, 
and then only for short periods. This is a legacy of the inflation 
mentality, which, however, at least in one way, has proved useful. 
When Renten marks were introduced it was doubtful whether 
the amount issued was sufficient for trade requirements. The 
public, however, continued the practice of inflation days, of 
getting rid of the notes as soon as they got them, and the rapidity 
of circulation ensured the sufficiency of the issue. It took some 
years to get into the mentality of inflation and it will take some 
years to get out of it. 

If the urban middle class suffered most, the rural middle class 
has had the greatest benefit. At the moment it is suffering from 
the difficulty of obtaining the long credits customary in German 
agriculture, but it has freed itself from mortgage, and the 
surrender to Poland of the rich agricultural districts in the east 
is a clear advantage to it. Very different is the position of the 
feudal aristocracy. It was most powerful in the east and its most 
influential representatives were settled or had important interests 
in Upper Silesia. Half the superficial area of Upper Silesia was 
owned by fifty-one families and no less than a quarter by six, and 
the surrender of the eastern half of Upper Silesia to Poland, which 
has been drastic in its treatment of the annexed territories, has 
had far-reaching results. It should also be remembered that the 
great landowners in the Baltic provinces, in Bohemia and Austria, 
who have all been ruined by the thoroughgoing agrarian reforms 
in those countries, were all branches of the German aristocracy 
and widely interconnected by marriages and community of 
interests, and their ruin has indirectly meant very serious loss. 
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Moreover, though the Weimar constitution was anything but 
harsh, the provisions as to the surrender of portions of the estates 
for colonisation, even though they have been imperfectly carried 
out, and even more as to the dissolution of entails, are inevitably 
weakening the influence, political and economic, of the landed 
aristocracy. The same is true of the dynastic families, who were 
also very large landowners, for though the German Republic has 
been lenient and has avoided copying the methods of Bismarck 
when he dealt with the estates of the King of Hanover and the 
Elector of Hesse-Cassel, the compensations paid do involve a 
very considerable loss. The Americanisation of industry seen 
in the rise of a long list of new leaders of the Otto Wolf, Stinnes, 
Herzfeld and Michael type, whose adventures in finance are 
humorously criticised by the author, is destroying the last 
bulwark of Conservatism. These new and mainly self-made men 
are supplanting the old established family concerns such as those 
of the Krupp and the Stumm family, connected through marriage 
and interests with the governing class. The Stumm family has 
been established for nearly two centuries and has furnished many 
ambassadors and dignitaries holding high office in the State. 
The new men have the jobbing instinct and do not even seem to 
wish to appear to be working for permanent ends. It is true that 
they are the protagonists of vertical instead of merely horizontal 
trusts, but when we scrutinise the list of the 1535 legally distinct 
companies in which Stinnes was interested, we find them mostly 
wholly disconnected and must assume that his interest in them 
was purely speculative and that, as events since his death have 
proved, it was quite ephemeral. There may be a new Nationalist 
or even Imperialist Germany, but it will be different in type, as 
the Conservative characteristics of the old Germany have been 
much weakened. The author deals on similar lines with the 
rest of Europe, and shows that in varying degrees the same forces 
are at work. In those countries in Central and Eastern Europe 
where the feudal landowners were racially different from the mass 
of the population, the agrarian revolution has been far more 
violent and the influence of the aristocracy has virtually dis- 
appeared. On the other hand, where the depreciation of the 
currency has been less severe the middle class has suffered less. 
The Americanisation of industry is visible in varying degrees 
throughout Europe. 

The book is brightly written and, even when we differ from 
the author, we feel that he gives us much material for thought. 

ALBERT BALL 
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Der proletarische Sozialismus (“ Marxismus’’). By WERNER 
SomBartT. Vol. I, Die Lehre; Vol. Il, Die Bewegung. 
(Jena: Gustav Fischer. 1925. Vol. I. Pp. 488; Vol. II. 


pp. 523.) 


Tue history of this work is worth recording. In 1896 Sombart 
published in a slender volume the eight lectures on Socialism which 
he had delivered at Zurich. So clear, attractive and sympathetic 
was the treatment of the subject that the book quickly went 
through several editions, and each was amplified by the author. 
The third appeared in 1899, and the fourth, running to 100 pages 
and a Chronology of Social Movements in the nineteenth century, 
came out in 1901. Four years later the fifth edition was issued— 
practically a new book of 278 pages and Chronology of the Social 
Movement. It was divided into two parts, the one dealing with 
the doctrines of Socialism, and the other with Social Movements. 
In 1908 the author brought out the sixth edition, enlarged once 
more to 344 pages. The book had by this time been translated 
into every European and several Oriental languages : the English 
version which the present writer prepared for Messrs. J. M. Dent 
was from the sixth edition. The seventh and eighth editions 
appeared in 1919 with a chapter on Bolshevism ; the ninth edition 
was a reprint of the eighth. Now comes the tenth edition in 
two large volumes and a completely changed presentation. 

In his early days Sombart was a close student of Marx and 
prided himself on his having given up a good portion of his life 
fighting for Marx. It has been said that Sombart first introduced 
Marx to the world of economic thought in Germany; the influence 
of Marx on Sombart’s magnum opus, Der Moderne Kapitalismus, 
is apparent both in his attitude to the problem of Capitalism and 
in his attempt at a solution. In the early editions of his book on 
Socialism his treatment of Marx while critical was clearly sympa- 
thetic. But the younger Sombart, who, because of his interest 
in working men, was never advanced to an ordinary professor- 
ship at Breslau, has gradually developed into the Sombart of 
to-day, the successor of Schmoller at Berlin, the Prussian Privy 
Councillor; and Paul has become Saul. He has not a good word 
to say for Marx; his criticism is savagely destructive and markedly 
ungenerous. Marx himself, Sombart declares, was a failure; his 
family ‘“ sick in soul and body.” Engels was no Socialist ; had he 
not sold his soul to Marx he would have developed into a typical 
bourgeois. 

The change of view is remarkable. A man who prided himself 
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on being a modern of the moderns is heard in these two stout 
volumes bemoaning the evils of the times, and longing for a return 
to the medizval social groups and to the agrarian organisation of 
society. But it is the old Sombart speaking. He has changed his 
views but he has retained his method. Those who come to this 
work for an elaboration of Socialism as the creed of a political 
party will be sadly disappointed: Sombart indeed never once 
clearly defines Socialism as an economic problem. But they will 
be attracted by his skilful analysis of ideas; by the abundance 
of fertile suggestions, many of them quite obviously incorrect, but 
none the less stimulating; and by the excellent practice, well 
known to the readers of his other books, not of giving references to 
chapter and verse in his authorities, but of quoting in full the 
passages on which he relies. These two volumes will thus become 
a veritable mine of information for those who are interested in the 
history of Socialist doctrine. 

A careful examination of the volumes will show that they are 
based on the previous editions, in many instances even retaining 
the actual wording. But the elaboration of the problems has been 
so extensive that without doubt Sombart has written a new work, 
full of suggestion, provocation and stimulation, which for import- 
ance will probably rank with his treatise on Capitalism. He is 
particularly instructive when he deals with the theory of the Class 
Struggle, and he traces down to the present the forms taken by 
that struggle in the principal countries of Europe, not omitting 
the influences of the Great War, and especially in Russia. His 
study of Bolshevism is fascinating : whether it is scientific or true 
is another matter. The same criticism may be levelled at the work 
as a whole. Yet there are some exceedingly instructive sections 
here and there. Sombart’s sketch of the causes which may be 
held accountable for the rise of what he terms Proletarian Socialism 
in the forties of the last century is exceedingly well done. Ina 
few lines he paints the economic and political conditions in Western 
Europe, shows how they were alike and how they differed in 
England, France and Germany; and wins the confidence and 
gratitude of his readers by quoting extracts from contemporary 
writers. 

Nevertheless in reality Sombart is here not the economist 
but the philosopher. He has attempted to write a new Philosophy 
of Socialism in order, as it would seem, to show that there is 
nothing good in it, because, among other reasons, Dostoievsky 
said that atheism is the main doctrine of Socialism. This argu- 
ment may give some indication of Sombart’s method. An indica- 
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tion of his prejudices may be found in his dogmatic assertion that, 
where the soul of a German appears in its fullness and purity, it is 
the soul of a believer. It is difficult to bring these two statements 
into accord, for if Socialism be atheistic in its nature, and your 
true German a creature of faith, how is it that there are so many 
millions of German workmen who are professed Socialists? That 
question Sombart never attempts to answer. He is apparently 
not concerned with practical questions. In these two volumes 
his aim, it would seem, is to influence men, as St. Augustine sought 
to influence them, ‘‘ to seek true rest, which is God.” 
M. EpsTEIN 


Some Causes of the Present Stagnation of British Trade. By 
R. G. Guenpay and A. L. PLease; with an Introduction 
by R. T. Nugent. (Federation of British Industries. 
1925. Pp. 31, with two charts. 1s.) 


Tuts brief report sets out in condensed form, with the 
minimum of argument, the conclusions reached by two members 
of the staff of the Federation of British Industries in an 
investigation into the factors affecting British trade in the post- 
war period. In his introduction the Director of the Federation 
seeks to emphasise both the novelty and the importance of the 
contents of the report, and he invites advice and criticism 
especially from those “‘ whose knowledge and experience have 
been gained in other spheres than that of industry.” Several 
difficulties, however, present themselves at the outset to those 
whose opinions are thus eagerly canvassed. 

Firstly, the significance of the long array of statistical tables 
and charts, which occupy one-half of the whole 31 pages, is 
nowhere clearly expounded. It is difficult to gather whether 
the tables were drawn up first and the conclusions in the report 
deduced from them, or whether they are inserted merely as 
corroborative evidence of the truth of results reached other- 
wise. In either case there is need of critical examination of 
the suitability for the purpose in hand of the numerical records 
cited and of the probable bearing of their well-known defects 
on the conclusions they support or which are sought to be based 
upon them. 

Secondly, there are no clear statements concerning the 
meaning of certain terms and phrases of a semi-technical char- 
acter coined by the authors; and, again, in a paragraph towards 
the end of the report there is a discussion concerning movements 
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in home prices and in world prices where, apparently, home prices 
are identified with food prices and world prices with the prices 
of industrial materials. It is difficult to grasp the point here, 
especially as the countries compared are Great Britain on the 
one hand and Canada and the United States on the other. Is 
the price of wheat a home price in these countries and that of 
pig iron a world price, or are these prices home prices in one 
country and world prices in the others? Probably the authors 
have in mind a comparison between price changes in the case 
of raw materials and in the case of manufactured goods in 
different countries in the world; but one can only guess at 
what the paragraph is meant to imply. 

The chief point raised in the report is the relation of foreign 
investment to the course of the external trade of the investing 
country; and the suggestion is made that British industry 
requires considerable remodelling in order to meet the new 
situation that has arisen in consequence of our inability to 
continue exporting capital on the same scale as in the pre-war 
period. On the assumptions made the conclusions set forth 
are correct enough; but they do not possess either the novelty 
or the originality claimed for them in the introduction. In 
recent economic literature there may be found more than one 
study on the lines pursued in the report, and the more elementary 
conclusions reached are among the commonplaces of students 
of the theory of international trade. The real significance of 
such a report depends upon the assumptions made. These the 
authors ought to have expressly stated and to have discussed 
with very great wealth of detail. Was the pre-war period, of 
which the year 1913 is taken as type, one in which the British 
industrial system had reached a position of stability likely long 
to endure, but which was rudely overthrown by the events of 
the years 1914-18? Had the relative shares of home trade 
and of foreign trade in the aggregate total of our commercial 
activity become irrevocably fixed in 1913? Was our foreign 
trade to continue at the same level in volume and in value and 
be ever the same in kind? Was “ remodelling ” unnecessary 
then, or was there, even at that date, undue delay in the adapta- 
tion of British industry to changing circumstances? And, if 
so, to what extent were financial interests responsible for the 
continued maintenance of some of our industries at levels of 
activity no longer justified by the general economic position ? 
The answers to these and similar questions are a necessary 
preliminary to further study of the very important issues raised 
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by this report. Considerable help will doubtlessly be afforded 
by the volumes promised in due course by the Committee on 
Industry and Trade; but, meantime, the staff of the Federation 
ought to continue the good work they have begun. It is an 
omen full of promise for the future that British men of business 
are beginning to abandon narrow conceptions of trade and 
industry and to take broad and long views concerning the serious 


economic problems confronting them. 
J. G. Smiru 


The Return to Gold. By T. E. Grecory. (Ernest Benn, Ltd. 
1925. Pp. 60. 2s. 6d.) 

The Present Position of Banking in America. By T. E. Grecory, 
with an introduction by WattTer Lear. (Oxford University 
Press. 1925. Pp. 40. 2s.) 


The Return to Gold is apparently the first of an “‘ International 
Series ’’ of books on modern finance ‘‘ for Bankers, Business Men, 
and Students,” edited by Dr. Gregory. As such, it is expository 
rather than propagandist, and there is little in it to excite that 
heated feeling which has long been considered appropriate to 
currency discussions. It is admirably lucid, and Dr. Gregory 
is to be congratulated on having attained to a style which makes 
it much easier reading than some of his earlier work. 

The first chapter brings out the immense strength of gold 
when established as an international money, the value of which 
cannot be very much affected by any nation acting singly. The 
second, ‘‘ How we got off the Gold Standard,” deals with a period 
of which the secret history has not yet come out. The early 
part of it was a hectic time, summed up in the story of a high 
official running hard along a corridor and shouting to would-be 
button-holders, ‘‘ Don’t stop me, or the King’s assent will be 
given to six Bills which haven’t been brought in!” The 
probability is that the Currency Note went very quickly through 
three stages: first, it was to be an emergency issue to meet a 
temporary run for cash; then a means of drawing actual gold 
coin from the pockets of the people and storing it away to impress 
all who think that an unused cellarful of gold is the sinews of war ; 
lastly, an engine for enabling the Government to spend more 
pounds than it otherwise could, regardless of the pound’s diminished 
purchasing power. The chapter, in spite of its title, includes 
how we got back on to the gold standard. This part of the story 
suggests that one maxim of a modern British statesman is, 


“ Always keep on hand a departmental committee: when it 
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is tired of its reference, you can get it to recommend any course 
you want to adopt in regard to some subject not referred to it.” 
We may doubt whether the importance of South Africa’s decision 
is fully emphasised in Dr. Gregory’s colourless statement that it 
“ had already decided to revert to gold.”” Probably it was that 
decision which gave the final push. 

In the third chapter Dr. Gregory, while making it clear enough 
what our present standard is, leaves us in some doubt as to the 
most convenient name for it. In the title he calls it “the new 
gold standard,” which, as the standard is neither a country nor a 
college, cannot be more than a temporary makeshift. But in 
the text he says, ‘‘ we possess a gold standard, but not a gold 
currency. In other words, we have adopted that particular 
currency system which is known as the Gold-Exchange Standard.” 
I think the implied definition of the gold-exchange standard 
system as one where there is a gold standard but no gold currency 
is misleading. No one says the United States is on a gold- 
exchange standard, but eagles and half-eagles are as little in active 
circulation there as sovereigns and half-sovereigns here. Gold 
coin is legal tender here as much as it isthere. The only difference 
seems to be that there a person who goes to the right place can 
legally demand gold coin for as small an amount as five dollars 
in paper, whereas here he must first collect £1700 in paper, and 
then the Bank of England need not give him gold coin, but only 
a bar containing an equivalent amount of gold. This unimportant 
difference does not seem to justify the application of the term 
** gold-exchange standard,”’ which has other associations, and has 
never been very satisfactory, as the “gold” in it was some 
foreign currency based on gold, rather than gold as such. 

In his last chapter Dr. Gregory tries to delve into the future 
of gold prices with all the caution of a prudent prophet. 


The pamphlet on American banking is of a more specialist 
type. Both the author and Dr. Leaf are afraid the Federal 
Reserve system may become political. It seems to me a little 
optimistic to suppose that the regulation of currency with a view 
to stability of prices (as opposed to ordinary banking business) 
can ever be non-political, or indeed that it would be well performed 
if it were entrusted to a body of non-political bankers. The best 
hope of mankind is in making it world-politics, and consequently 
steadier as being removed from the vagaries of local politics. 
Imagine the condition of things in the United States if each State 


had its own dollar ! . 
EDWIN CANNAN 
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Le Lotte di Lavoro. By Prorressor Luter E1naupi. (Torino: 
Gobetti. 1924. Pp. 277. Lire 10.50.) 


In Italy Professor Einaudi has a high reputation for lucidity. 
His writings are never swollen with verbiage and his occasional 
articles on current economic problems have for many years been 
one of the features of the Corriere della Sera. In this book he 
brings together a number of such articles, all dealing, directly 
or indirectly, with labour questions, and mostly reprinted from 
the Corriere. Their dates of publication range from 1897 to 1919. 
It is a mixed bag: ephemeral narratives of industrial disputes, 
short essays on the relations of capital and labour and of their 
respective organisations, reflections on Socialism, rough sketches 
of ideals, sympathetic reviews of certain English economists. 

In his Preface, looking back across the gleanings of nearly 
thirty years, Professor Einaudi finds that his guiding principles 
have not changed. He still feels “‘ an invincible scepticism and 
almost a physical repugnance ” towards projects of improvement 
based on State interference or legal regulation, and “a lively 
sympathy for the efforts of those who try to help themselves and 
in their efforts fight, fall and rise again, learning at their own cost 
to conquer and to better their lot.”” This, in his view, is the 
Liberal attitude. ‘“‘ A business man is a Liberal when he believes 
in his own spirit of initiative; he is a Socialist when he begs for a 
protective tariff from the State.’’ Professor Einaudi is no 
industrial pacifist. The title of one of his chapters is “ The 
Beauty of Strife,’ and he speaks with admiration of the tenacity 
of the British Trade Union movement. Strikes and lock-outs 
are “‘ means of testing economic equilibrium.” He is no advocate 
of arbitration, believing that outside arbitrators are generally 
ignorant of the facts of the case and are often influenced by base 
political motives. ‘‘ Equilibrium reached by discussion and by 
strife is superior to that imposed by external authority.” 
Further, industrial disputes have greater educational value for 
the parties concerned, and, “so long as equilibrium endures, it 
is necessary that it should be continually threatened with the 
possibility of change.”’ Sooner the sharp sword of Damocles than 
the sleepy Dove of Peace! This is an unusual doctrine in these 
days, but it is, perhaps, a healthy corrective to current obsessions 
with “ the rights of the public ” and to exaggerated estimates of 
wealth lost through occasional stoppages of work. Monopolies, 
Professor Einaudi thinks, are transitory things, unless com- 
pulsorily kept in being by the State, an opinion which runs 


counter to much modern evidence. ‘‘ The necessary condition 
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of advantage to the community, both present and future, is not 
the effective existence of competition, but the legal possibility of 
competition.” This surely is too simple an attempt to make the 
best of both worlds, that of ideal competition no less than that of 
real monopoly. He is opposed to “ industrial parliaments,” such 
as are advocated from time to time by hazy thinkers desirous of 
“ bringing capital and labour together”’ and relieving political 
parliaments of their responsibilities for industrial legislation. 
Such industrial parliaments, he argues, cannot even represent all 
relevant present interests; much less can they represent the 
*‘ interests of the future, which it is the chief task of the State to 
defend against the interests of the present.”’ 

In his criticisms of Socialism he lays special stress upon the 
problem of saving. He is right in saying that Socialists have 
paid insufficient attention to this problem, in print at any rate. 
He notices the possibility of collective saving, out of taxation, 
but confesses once more his own “profound and invincible 
scepticism.” It is doubtful, however, whether the crude blunders, 
committed under the high pressure of hostile surroundings, by 
Russian and Hungarian Bolsheviks, throw as much light as he 
imagines on what might be expected to happen in Western 
communities under more manageable conditions. Whether or 
not a vigorous policy of collective saving of this type would, in 
fact, be adopted, obviously depends upon the state of opinion. 
If the economic need for such provision was widely and vividly 
realised, it would be made; if not, not. He says nothing of 
another possibility, namely, a large measure of “self-finance ” 
by Socialised industries, the germ of which is visible already, not 
only in many municipal enterprises, but in the undistributed profits 
of capitalism. The development of this idea was one of Rathenau’s 
most valuable contributions to economic thought, which has not 
yet been sufficiently taken into account by economists. 

A long and friendly review of Smart’s Second Thoughts of an 
Economist, and of his life and work, leads on to a discussion of 
the “ joy of work ” as an ideal and to a quotation from Professor 
Pigou’s epilogue to Wealth and Welfare, which has, to the regret 
of at least one of his readers, been omitted from successive editions 
of the Economics of Welfare. ‘‘'This page of Pigou,” says Professor 
Einaudi, “‘ superb in its classicism, represents, as in a piece of 
sculpture, the difficulties and the attractions of the mission which 
one generation after another has attempted and still attempts to 


fulfil.” 
Hue Datton 
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Die Zukunft der deutschen Handelspolitik. Vol.I. By BERNHARD 
Harms. (Jena: Gustav Fischer. 1925. Pp. x + 376 + 
127.) 


Tue Treaty of Versailles deprived Germany for five years of 
the freedom of movement in regard to commercial policy. The 
binding period came to an end on January 10, 1925, and Germany 
is at present in the throes of a struggle for a new commercial 
Tariff. The existing Tariff dates back to 1902; its effects on Ger- 
man economic life during the twelve years before the war were 
accounted eminently satisfactory. That Bilow Tariff aimed at 
protecting with an even hand both industry and agriculture ; 
and the achievements of German agriculture during the war, 
in sustaining a population of some 68 million people cut off from 
the world food supplies, is pointed to with pride by German 
politicians and economists. 

But the 1902 Tariff will not serve in the existing state of the 
world. More and more it becomes evident that a wave of pro- 
tection has swept over both hemispheres, and it is necessary to 
have an object for bargaining in order to obtain ‘“‘ most-favoured- 
nation” treatment. Besides, the German customs are relatively 
lower than those laid down in the newest Tariffs of the majority 
of European countries. The time is thus ripe for a new German 
Tariff, and since Germany urgently needs secured foreign markets, 
the problem presses. Last September the well-known “ Verein 
fiir Sozialpolitik ”’ placed this matter on its Agenda at the con- 
ference held in Stuttgart, and Professor Harms, of Kiel, read an 
illuminating paper there on the subject. That paper has been 
expanded into two volumes, the first of which has just appeared. 

With characteristic thoroughness Professor Harms reviews 
the history of German commercial policy from Bismarck to 
Biilow, dealing with Tariffs and their results ; and, what is perhaps 
of more importance to the economist, gives a useful résumé of the 
history of opinion concerning the great problem of Free Trade 
v. Protection. All this is but preparatory to a proper under- 
standing of the burning question of to-day, and to an elaborate 
study of that Professor Harms devotes the greater part of his 
book. 

Some few dominating facts govern the situation. Germany’s 
foreign trade shows an adverse balance. Calculated on the basis 
of pre-war prices, German exports have shrunk to about one-half, 
and German imports to some 62 per cent., of their respective pre- 
war level. Yet under the Dawes Scheme Germany has undertaken 
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to make large payments to the Allies, payments which, as every- 
body realises, can only come from a favourable trade balance. Nor 
is this all. The Germans claim that their domestic industrial 
products are heavily taxed, and the suggestion has been heard 
that some compensation might be obtained by putting a tariff 
on foreign products. Then there are the German farmers, who 
have long been accustomed to favourable treatment in German 
Tariff policy. Can Germany feed herself? How will the prices 
of German-grown grain compare with those prevailing in the world 
markets? The general assumption is that for some considerable 
time to come the price of corn everywhere will be high. But 
German politicians are convinced that Germany will profit only 
by low prices. Moreover, if prices are raised artificially by means 
of tariffs, there would be an outcry on the part of the great middle 
classes, and it may be that a plebiscite will be necessary to settle 
the question of the new Tariff policy. All this will take time; 
whereas a Tariff ready to hand is an urgent necessity. 

The problem is thus involved, and opinion upon it in Germany 
greatly divided. Economic guidance is very much in place, and 
it may be said at once that no better guide may be found than 
Professor Harms. His book deals entirely with German con- 
ditions and is intended for German readers. But all those who in 
other countries are interested in Tariff policy will probably find 
sidelights upon it which may be of value for their own special 
problems. 

M. EpstTEIn 


A Groundwork of Economics. By J. Jounston, M.A., Fellow 
and Tutor of Trinity College, Dublin. (Dublin: The 
Educational Company of Ireland, Limited. 1925. Pp. 112. 
2s. 6d. net.) 


Tue claims made for this small work seem to me slightly 
exaggerated. They are, (1) that “it is an attempt to give a 
full-blooded exposition of the great dynamic conceptions of 
Economic Science,”’ and (2) that the outlook of the author, as an 
Albert Khan Travelling Fellow, is “ cosmopolitan as well as 
national.’’ This second claim is no doubt based on two passages 
referring, the one to the skinning of beasts in Chicago stockyards 
(p. 33), the other to the wages of Chinese coolies on the Yang-tse 
river (p. 55). But the fact is Mr. Johnston’s work is peculiarly 
national in its outlook. The author, writing as an Irishman for 
Irishmen, has chosen his illustrations from Irish conditions. 
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This choice of Irish illustrations is the one distinctive feature of a 
book which, as an elementary exposition of economic principles, 
is inferior to many others of its kind. Mr. Johnston treats of 
far too many subjects in the course of his hundred small pages. 
His work is too slight and discursive to prove serviceable as an 
introduction for the University student, and too arid to stimulate 
the interest of the general réader in economic theory. It might, 
however, be useful to the Commercial Departments of the Irish 
Technical schools, especially of the Country Technical Schools, 
which play so important a part in the Irish educational system. 
They have long wanted a small work of this kind. 
J. LEMBERGER 


Everyone’s Economics. By Rogsert Jones. (London: Sidgwick 
and Jackson. 1924. Pp. 304. 5s.) 

The Principles of Business Economics. By J. STEPHENSON. 
(London: Pitman. 1924. Pp. 496.) 

Elements of Economics. By 8S. Evetyn Tuomas. (St. Albans: 
The Donnington Press. 1924. Pp. 649. 10s. 6d.) 


THESE three books are evidently the concessions of three 
authors to the feeling of irritation which we all experience from 
the shortcomings of other people’s text-books. I cannot think, 
however, that their appearance will seriously strengthen the hands 
of those not yet guilty who are fighting the temptation to produce 
text-books of their own. 

All are orthodox; none is original, though Dr. Jones’ has 
much higher claims in this respect than has either of the others. 
Unfortunately Dr. Jones has sacrificed a full half of his space 
to Appendices containing collections of quotations from other 
people’s works, and bald summaries of the text (such as lists of 
the six advantages and five disadvantages of the division of labour). 
The purpose of these, which is to give the reader an idea of the 
divergent points of view that exist on many points, is laudable; 
but somehow the Appendices are too much condensed to achieve 
their object. The text of the book is much better. It is lively 
and well-written, and if you have strength of mind enough to leave 
the Appendices alone, you may be stimulated to think for yourself 
and not leave Dr. Jones to do all your thinking for you. The 
text tells simply about the nature of wealth, the division of labour 
(one of the reactions of which is pleasantly described as “ the 
creation of helplessness ’’), the uses of money and the working of 
the exchanges. It sets forth the orthodox theories of value and 
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of rent, and ends with a short chapter on public finance. The 
weaknesses of the book are perhaps accounted for by the fact 
that the author, as he himself states, has tried to write both for 
“everyone” and for the examination student. Anxiety for the 
success of the latter seems to have limited the service that he 
could have rendered the former. 


The other two books are much larger, and, I cannot but say, 
very dull. Mr. Stephenson has tidied everything into its proper 
place. You can learn from him a list of the chief features of 
nearly everything, from a cartel to each of our three principal 
political parties, and you can find the pros and cons of a great many 
things (e.g. seven “‘ methods of industrial peace’) set out in 
tabular form. You can learn that there are ten kinds of deben- 
tures, ranging from the naked to the perpetual variety. The 
author is to be envied for his confidence and certainty; not so his 
readers. Educationally the book is vicious; though for that 
current conceptions of business education are no doubt more to 
blame than is Mr. Stephenson. 


Mr. Thomas writes somewhat on the same lines, though “‘ not 
quite so much so.” He has something of the same fatal gift for 
classification. Unlike Mr. Stephenson, however, he is theoretical 
(covering the marginal theory of value and distribution) as well as 
descriptive, though there are descriptive chapters on money and 
banking and public finance. Moreover, he is more definitely 
“tendencious ” and has views, e.g. about the proper sphere of 
State activity or the purposes for which taxation may or may not 
be imposed, which he is not afraid to express, though in excessively 


dogmatic fashion. This is a mitigation. 
BARBARA WoorTtTon 


Labour’s Alternative. By Epo Fimmen. (Labour Publishing Co. 
1924. Pp. 128. 33.) 


Tuis is an interesting little book by an author who, as secretary 
of the International Transport Workers’ Federation, has wide 
knowledge of working-class policies throughout a great part of 
the continent of Europe. Its main thesis is that competition, 
even in the international sphere, is rapidly giving place to com- 
bination. The author sees a double movement in progress. 
First, the capital of Western Europe and America, in response 
to a kind of new “ Drang nach Osten,” is penetrating the smaller 
States of Eastern Europe, as witness the large measure of French 
control over the Polish textile industries, and the Schneider- 
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Creusot interests in Hungary, Yugo-Slavia and Rumania. This 
is called the colonisation of Europe. Second, European capital 
is busy developing industry in colonial areas proper, as in the 
East and West Indies and in Africa. Such areas are no longer 
looked upon chiefly as sources of raw materials, but are now 
places where “labour and hunger can be turned to the account 
of capital ”’ in industrial production more easily than at home, 
where there are perhaps more Trade Unions and less hunger. 

In this process the owners of capital are credited with a very 
high degree both of unity and of purposefulness. Their action 
is seen as a definite and deliberate attack upon working-class 
standards which can only be met by equally strong and united 
Trade Union organisation. Unhappily, however, international 
Trade Union organisation, as Mr. Fimmen has no difficulty in 
showing, presents a striking contrast to the supposedly serried 
and well-disciplined ranks of employers, being weak and disunited 
in the extreme, and torn by rival “‘ Red ” and “ Yellow ” facticns. 

The early part of this book contains matter of some real value, 
showing the ramifications and developments of certain well- 
known firms. There is perhaps something also in Mr. Fimmen’s 
idea of the “ Drang nach Osten ”’; something also in the view 
that powerful economic interests cross national boundaries and 
shape political action to their own liking, when they are inti- 
mately connected economically, and geographically close together, 
as e.g. French and German heavy industries about the Ruhr 
district. But one swallow does not make a summer. The 
combinations which Mr. Fimmen enumerates are imposing; but 
they leave a vast area of genuine competition. (Incidentally, 
the Communist writer, Bogdanoff, whose book is reviewed on 
p. 625, takes an exactly opposite view from Mr. Fimmen, and 
says: ‘On the world market, and that is what the capitalist 
market really is, competition remains for the reason that, owing to 
the antagonism of interests, agreements between large capitalist 
units are not usually made, and if they are made they burst like 
soap-bubbles.’”’) Further, Mr. Fimmen makes the common 
mistake of ascribing to the organisation of the “ other side ”’ all 
the virtues which he knows to be lacking on his own. One can 
imagine the Morning Post writing of the power and deliberate 
iniquities of the very international Trade Unionism whose weak- 
ness Mr. Fimmen deplores in exactly the same language, and with 
as little justification as has Mr. Fimmen’s account of the forces 
of international capitalism. 

BaRBARA WOOTTON 
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The A. B. C.s of Business. By Henry 8.McKer. (New York: 
The Macmillan Co. 1922. Pp. 135.) 


“Ir is characteristic of the American mind to love the simple, 
direct and practical way of doing things.” It is certainly 
characteristic of the author of this book from which the fore- 
going sentence is taken. The book is as complete and unques- 
tioning a defence of unadulterated laissez faire as could well be 
imagined. ‘“‘ Economic law” is supreme (though occasionally 
violated by perverse and ignorant man with deplorable conse- 
quences), and where it reigns, all is almost incredibly right with 
the world in general and American business in particular. 

Mr. McKee explains how the tendency of competitive produc- 
tion (competition is assumed throughout) is to follow effective 
demand, and draws the inference that ‘‘ about the proper amount” 
of everything is produced. Except for “ occasional instances 
of unmerited injustice, poverty and failure are Nature’s gifts 
to ignorance.” ‘‘ The natural laws of industry . . . invariably 
compel every man and every industry to pursue a course in the 
interest of the public welfare.”’ Whether, in a society having an 
unequal distribution of wealth, effective demand truly reflects 
social need; whether unmerited injustice is not more than 
occasional; and whether there is never any conflict between the 
interest of private profit and public welfare are matters which 
he does not discuss. 

Mr. McKee shows the reactions upon production of inter- 
ference with the natural course of prices (such as rent control or 
restrictive legislation regarding railways), which, being in viola- 
tion of economic law, cannot, in his view, be measures conceived 
in the public interest. He explains with remarkable lucidity 
what money is and does (including its occasional excesses), and 
how the use of money tends to obscure the working of the simple 
economic principles of all societies in which an individualistic 
economy co-exists with elaborate division of labour and exchange. 
He shows exactly how and why a community is impoverished by 
turning aside from peaceful production to the manufacture of 
war materials. He explains and blesses the speculator; gives a 
somewhat superficial account of the alternation of periods of good 
and bad trade, for which last the cure is rigid economy and hard 
work; and ends with two remarkable chapters on internationalism 
and on education. The former accounts for the existence of 
independent political States by the statement that ‘“ the world 
is divided for the sake of convenience into business areas.”’ The 
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chapter on education advises us never to permit untrustworthy 
information to enter our minds (if we can help it), and to avoid 
books which are not written by a “ really respectable authority 
on the subject.” This last is bad advice if only because it would 
prevent many from reading Mr. McKee’s own book, which is well 
worth reading both for its exceptional vigour and lucidity (the 
writer has a very real gift of style) and for its exposition of a 
point of view which seems to be common in America and not 
unknown here. 
BARBARA WOOTTON 


A Short Course of Economic Science. By A. Boapanorr. (Labour 
Publishing Co. 1923. Pp. 391. 5s.) 


LikE many other works of a Communist complexion, Mr. 
Bogdanoff’s treatise is open to objection less on account of the 
fallacious matter that it contains than for the reason that, in its 
English dress at any rate, it is almost unreadable. The trans- 
lator’s preface states that this book has served as a text-book in 
“hundreds if not thousands” of Communist workers’ study 
circles in Russia; and it is hoped that it will serve the same 
purpose in this country. The hope is exaggerated. At most 
the faithful may buy some few copies of the English edition, more 
from motives of loyalty than from love of its contents. 

However, once the reader has become accustomed to the 
perpetual use of such adjectives as ‘“ organisational’; to such 
phrases as ‘“ the inherent relations of capitalist society give rise 
to a tendency for capital increasingly to develop the productivity 
of labour’; and to the constant resort to unnecessary arith- 
metical illustrations which are one of the most irritating legacies 
of the Marxian tradition—he will do well to struggle with Comrade 
Bogdanofi’s pages, if only to see that there is no monopoly of 
wisdom among the orthodox, or of folly among the Communists. 
Indeed, to the academic economist perhaps the most remarkable 
thing about this book (pace the author, who would doubtless deny 
this) is the surprising fewness of its essential points of difference 
from the typical academic text-book. 

Comrade Bogdanoff begins with an historical (and pre- 
historical) survey of the origins and growth of modern industrial 
society. His introductory matter on the economics of primitive 
people is reminiscent of the inevitable Crusoe chapter at the 
beginning of orthodox introductions to economics, being about as 
general in tone, and, I should think, not appreciably more or less 
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accurate. His anthropology is doubtless often wrong; at least 
he does not seem to agree with Sir James Frazer on matters on 
which presumably Sir James is better qualified to speak than he. 
Further, there is an absence of proportion and of dates, which is 
only too common in quasi-historical introductions to economic 
theory by writers of all political complexions. Primitive man 
hunted; “‘ then ”’ came agriculture; ‘‘ then ” the feudal system ; 
“then” the growth of towns and craft guilds, etc., etc. You 
have to hunt very far to find out “when.” Otherwise the 
general historical setting of this book gives a view which does not 
seem more than averagely misleading. 

In theoretical matters Mr. Bogdanoff expands the labour 
theory of value, together with disquisitions on surplus value 
which are pure Marx, and include the untenable doctrine that the 
rate of surplus value or profit enjoyed by the capitalist depends 
upon the proportion of variable capital expended in wages to the 
constant or fixed capital in his business. His description of how 
actual prices fluctuate about the normal value of any commodity 
is almost exactly parallel to orthodox exposition of the part 
played by cost of production in determining normal value. The 
same is true of his account of the flow of capital to different uses 
in accordance with the attraction of relative profits. And the 
theory of rent is also expounded almost, though not quite, on 
unimpeachably correct academic lines. 

The real differences between Comrade Bogdanoff and the 
orthodox school are twofold: first, he does not appear to have 
any understanding of, or place for, a theory of interest. This is 
fundamental and probably due to a constitutional inability to 
understand interest, which is not always confined to Communists, 
though it is almost universal among them. It makes a big hole 
in his doctrine and leads to curious diversions of theories which 
otherwise start very well (e.g. his central theory of value). 
Second, Mr. Bogdanoff writes in a language of exploitation which 
readers who are unfamiliar with it may have difficulty in 
interpreting. 

In one important matter I should like to suggest that ortho- 
doxy has something to learn from the Marxian school, of which 
this book is anexample. The classical theory of value and distri- 
bution indicates certain “factors of production ’—land, labour 
and capital—and shows how these jointly ‘‘ produce ” an article 
whose value is then distributed on certain principles among its 
*“‘ producers.”’ This theory has a meaning and, properly under- 
stood, has not, so far as I am aware, been shown to be false. But 
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it involves a ludicrous use of language which more than anything 
else drives common-sense persons into the arms of Marx. No- 
where outside economic text-books do inanimate objects like 
land and capital ‘‘ produce.” When a fire is extinguished no 
one dreams of saying that the firemen contributed so much, the 
fire-engine so much, and the water so much to the final result. 
The firemen did it with their appliances. It is equally reasonable 
and natural to say that workers alone “ produce.” We cannot 
afford to neglect the inevitable associations of words, even though 
by careful definition we may be able to defend the strict logic 
of our position. Is it too late to hope that economic orthodoxy 
can find a way of expressing a doctrine of real importance in 
terms which do not prejudice the world against it by an exasper- 
ating outrage of the ordinary use of language ? 
BARBARA WOOTTON 


The Panjab Peasant. By M. L. Dartine. (Humphrey Milford. 
Pp. xxii + 290. Price 14s.) 


AGRICULTURE must always remain the principal industry in 
India, and as such deserves all the attention and study that 
can be given to it. The Panjab Peasant is a notable addition 
to a much too scanty literature. Confined to the Panjab only 
and dealing primarily with one aspect of agriculture, it is exceed- 
ingly thorough and illuminating. To quote the author, the book 
is “‘ primarily a study of agricultural debt. But it is also some- 
thing more.” It seeks “‘ to give some idea of the peasant himself 
in all his varying conditions of heat and cold, drought and flood, 
river and waste, abundance and want.” 

The first chapter is largely statistical and is intended to show 
the extent of indebtedness and its distribution among the various 
types of cultivator. Only 17 per cent. of the proprietors are not 
in debt, of which 45 per cent. is mortgage debt. ‘Total debt 
averages Rs. 31 per cultivated acre and Rs. 76 per head of the 
cultivators. The amounts do not seem very great at first sight, 
but for India they are heavy, especially when it is remembered 
that most of the debt is unproductive. 

Chapters II to VII are devoted to a detailed survey of different 
districts which are grouped according to economic and geo- 
graphical conditions, especially in relation to water supply, 
communication and alternative methods of employment. The 
effect of these varying conditions upon the character of the people 
is discussed, and one is almost led to think that environment 
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is everything. But this tendency is guarded against by consider- 
ing the reaction of the different races to their surroundings. 
Thus “ The Meos, too, of Gurgaon are notoriously lazy and thrift- 
less. The Ahirs, on the other hand, in the same district surpass 
even the Jats in industry, frugality and skill. One explanation 
of these violent contrasts in character is that adversity either 
strengthens or weakens.’’ But whatever the region or the people 
—and both are exceedingly diverse—the outstanding fact is 
indebtedness. These chapters are without doubt the most 
valuable, as they force one to realise very vividly how dangerous 
are generalisations even when confined to one province. The 
conditions in the canal colonies will be found especially interesting 
and deserve careful attention. The causes of indebtedness are 
summarised as— 

(1) The smallness of the holdings and excessive fragmen- 

tation. 

(2) Constantly recurring losses of cattle. 

(3) Improvidence aggravated by insecurity of crops. 

(4) Extravagant expenditure in marriages, etc. 


And borrowing is made easy by— 
(1) The money-lender and his system. 
(2) The expansion of credit due to high prices and the rise 
in the value of land. 


Agricultural progress is discussed and some useful comparisons 
are made with Japan. Lest one should think this progress of 
too slow growth, the reader is reminded of the great obstacles 
to be overcome. The overwhelming control of Nature; the 
anarchy of pre-British days : both accentuating the fatalist creed 
of the people. But “ Kismet is no longer quite the fetish it 
was.” The War has made the Panjab soldier peasant think. 
Those who went to France saw a village life which made their 
own look drab, and they are wondering if improvements cannot be 
made. Again, the two great movements through which salvation 
will come, if it comes at all, are very recent. The Agricultural 
Department was only founded in 1906 ; the Co-operative movement 
in 1904. Considering all things the advance has far exceeded 
expectations. 

Through the whole study the problem of growth of population 
is present. Whatever the environment the evils are accentuated 
by the too rapid growth of numbers. Even over the prosperous 
canal colonies the threat of overcrowding broods and darkens 
what are otherwise high hopes. 
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To the author the great hope of salvation lies in co-operation, 
through which alone the people can be taught self-help and 
lifted out of their present condition. The story of the develop- 
ment of the movement is told briefly and brings much solid com- 
fort to what, in spite of its interest, would tend to be a gloomy 
story. This faith is held equally strongly by all who are engaged 
in directing and fostering the movement elsewhere in India, so 
that we can accept it without reserve. “‘ Sun-dried bureaucrats ”’ 
are not usually given to undue optimism. The book is intensely 
interesting throughout and is obviously the result of a long, 
intimate and first-hand acquaintance with the people, for whom 
the author has a real affection; as who could not who knows 
them? Would that we had more of its kind. 

W. S. THATCHER 


Economic Conditions in India. By P. P. Pituat (Routledge. 
Pp. xviii + 350. Price 14s.) 

Population of India. By Bris. Narain Rama KRisHna. 
(Lahore. Pp. v. + 212. Price unstated.) 

The Wealth of India. By P. A. Wapia and G. N. Josut. (Mac- 
millan. Pp. xi + 438. Price 21s.) 

Financial Developments in Modern India, 1860-1924. By C. N. 
Vaxin. (P. 8. King. Pp. xxix + 640. Price 21s.) 

Wealth and Taxable Capacity of India. By K.'T. Suan and K. J. 
KuamsBaTa. (P. 8. King. Pp. xxi + 347. Price 15s.) 


THERE are two outstanding difficulties in writing on India. 
The vastness of the country, the diversity of peoples and the 
different conditions under which they live and work make generali- 
sations of little value—a fact which is gradually being realised. 
The second is probably due to the peculiar position of the country, 
whose policy has hitherto been largely dictated by the British, 
that is, the very strong political feeling which Indian writers 
find almost impossible to exclude from what ought to be scientific 
works. Politics, like King Charles’s head, will make their appear- 
ance, with the result that a large number of writings degenerate 
into mere journalism and propaganda. 

In the present case only the first two authors have steered 
clear of these rocks. Mr. Pillai’s Economic Conditions in India 
is a real contribution to the study of Indian economics and well 
worth the attention of serious students. The book is divided 
into three parts. The first is devoted to a brief sketch of the 
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economic conditions in India prior to the advent of the British, 
and the conclusion is reached that 


**A survey of the main economic tendencies in India 
throughout the last three centuries ... shows us that 
. . . the environments created by the State were such as 
to depress and discourage productive effort of all kinds. . . . 
The conditions of the ryot and the artisan were miserable in 
the extreme. .. .” 


The slow growth on modern lines is attributed to the feeble 
development of the indigenous manufactures and the inability 
to adopt Western methods of production. The claim that 
India was once a great manufacturing country whose industries 
were deliberately strangled is brushed aside as inadequate. 
But while the author disagrees with much that has been written, 
he points out that it was symptomatic of the revived interest in 
industry and also that it helped to strengthen the determination 
to create a modern industrial system. Such a system he believes 
to be necessary if India is to prosper and take her proper place 
in the world : the more so as the pressure on the land is becoming 
too intense. This leads on to Part II, which is devoted to Agri- 
culture. The facts brought forward are well known, but make 
instructive reading, as they are well grouped and the conclusions 
drawn are sober and judicious. The conclusion is that agriculture 
must always remain the staple industry and that it must be 
run on modern and scientific principles if the standard of living 
is to be raised and the raw materials forthcoming for the new 
industries. Part III deals with industrial organisation. One 
feels it is inadequate, but this is due to the space at the author’s 
disposal. A brief survey of existing conditions is followed by 
chapters devoted to special industries which are too short .to 
add anything new to one’s knowledge. The labour supply is 
dealt with in a useful manner, and the hope expressed that India 
may avoid the great mistakes which we have made in the past 
and that the lot of the Indian workman may be a happy one. 

The other writers have little or nothing to contribute, except 
perhaps the lesson of how not to do it. Prof. Narain’s book on 
population, however, contains many statistical tables which 
will be useful to students who cannot obtain the Census reports. 
To this is added a certain amount of comparative data drawn 
from Europe. He discusses the question of over-population, 
and leads one to the conclusion that he thinks India is over- 
peopled having regard to the present methods of production. 
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There is a chapter entitled “‘ Organised Industries and Socialism ” 
which seems unnecessary. While lacking originality, the book will 
prove useful, especially to Indian students. Professors Wadia 
and Joshi also deal with the question of population, but consider 
it is “‘ amusing to be told that India is over-populated.” The 
reasoning upon which this judgment is based is interesting and 
shows an incapacity for clear thought which unfortunately is 
apparent throughout the whole work. The scope of the book is 
rather wider than that of Mr. Pillai’s and throughout the treat- 
ment is ineffective. One good point is the emphasis which is 
laid upon the necessity for safeguarding the welfare of the workers. 
The legend of a prosperous pre-British India crops up from time 
to time and becomes a little monotonous. 

From this we pass to Financial Developments in Modern 
India, which makes very dreary reading. One is tempted to 
feel that however bad our finance may have been we did 
not deserve such a punishment. Finance tends to make 
dull reading, but this is unrelieved gloom. Not once does 
Mr. Vakil allow that we did the right thing or adopted the 
right policy. Nor does he allow that many of the problems 
were exceedingly difficult of solution. The book is mere 
journalism, though it shows considerable capacity for reading 
blue-books. 

Lastly we come to Wealth and Taxable Capacity by Mr. Kham- 
bata and Professor Shah. The introductions are not promising. 
Mr. Khambata is, to quote Professor Shah, confined entirely 
“to statements of facts,’ while the opinions emanate solely 
from Professor Shah, who does “not pretend to any modesty 
or diffidence ”—nor would, we think, to any knowledge of economic 
principles. Mr. Khambata’s contribution is found in Book I 
and is a useful piece of work. Part I is a discussion of the meaning 
of the terms ‘“ wealth’ and “‘ income” and how they are to be 
calculated. It is sound and will prove very useful to students. 
Part II is devoted to an estimate of India’s wealth and income. 
Such estimates are always exceedingly difficult to make even 
when the data are comparatively abundant. In this case one 
feels that the writer has an impossible task, though he has acquitted 
himself very creditably. The treatment is sound and there is 
much very useful matter. 

Book II is valueless. Professor Shah evidently subscribes 
to the full communistic faith. Capital and the capitalist are 
evils he hopes will some day disappear. In dealing with the 
net income of the people he would deduct not only all Government 
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taxes, but also Postal, Railway and Irrigation charges, on the 
grounds that “the individual has practically no option but to 
pay the charge fixed by the State if he wants the service.” Why 
he does not include all payments for goods or services bought 
it is difficult to understand—*“ one has no option but to pay ” 
for most things unfortunately. “‘ Home charges ” come in for 
the usual criticism; so also do Indian princes, though it is com- 
forting to know that the Indian rulers also waste India’s money. 
It is also interesting to note that “ all those engaged in transport 
and trade, in the administration of public affairs and in the liberal 


professions are really parasites.” 
W. S. THATCHER 


Selected Subjects in the Economic History of South Africa. By 
M. H. pe Kock. (Capetown: Juta & Co., Ltd. 1924. 
Pp. vii ++ 475. 15s. net.) 

Dr. DE Kock undertakes in this volume the “ task of present- 
ing an analytical and synthetical survey of the history of the 
economic development of the territories now comprising the Union 
of South Africa.’’ Economists who have had occasion to peruse 
the other three volumes (The Finances of the Union of South 
Africa, Government Ownership in South Africa, and Ekonomie en 
Finansiewese van Suid Afrika) which this same author has 
published since 1922 will be not a little surprised by the rapidity 
with which this new undertaking has been completed. While 
“in general . . . the essentials of a text-book have been con- 
stantly kept in mind,” ‘in view . . . of the limited demand for 
such a book from purely academic circles, the needs of Government 
officials, politicians, teachers of history and others interested in 
South African history or economics have also been taken into 
consideration.” In these purely academic circles the author’s 
Foreword is hardly reassuring. 

The book is intended to cover the whole period from the arrival 
of the first Europeans in South Africa until the date of going to 
press; in fact, Dr. de Kock does not hesitate in places to discuss 
the future and to disclose the intentions of General Hertzog’s 
Cabinet. Economic historians, however, will find most useful 
his treatment of the history of the Cape from 1652 till 1795 under 
the administration of the Dutch East India Company, particularly 
in reference to the system of land tenure. He ascribes the growth 
of the trek habit to the prevalence throughout the eighteenth 
century of the system of granting loan leases of one year’s duration 
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for pastoral purposes, making it easy for the farmer to move on at 
the end of the year. In spite of two attempts to encourage more 
permanent occupation of the land, one in 1732 introducing quit- 
rent tenure with fifteen years’ security and compensation for 
improvements, the other in 1743 offering permanent tenure of 
about 125 acres on perpetual loan with power to sell or bequeath 
the property, the loan lease system still operated for five-sixths of 
all the occupied land when in 1813 perpetual quit-rent tenure was 
instituted. Other information of interest is contained in these 
first 84 pages, but its value is much reduced by the complete 
absence of any references to its sources. Readers who are 
sufficiently well acquainted with the publications of McCall Theal 
and the Van Riebeeck Society to recognise the source of much of 
this interesting matter, and of the map of the settlements in 1795, 
will not doubt the accuracy of Dr. de Kock’s work, but they will 
join with the less well-informed readers in wishing that all the 
sources had been indicated in order that some opportunity might 
have been afforded for the exercise of the historian’s all-important 
function of weighing evidence. 

The second part of the book, continuing the history to the 
present day, is more seriously marred by the absence of references 
to sources, and lacks the saving feature that gives interest to the 
preceding section. All the historical and statistical information 
given is readily accessible to any student of South African affairs 
who has five shillings to invest in the Official Year Books of the 
Union. The arrangement of the chapters corresponds broadly 
with the sections of the Year Book, and almost without exception 
the phraseology and the presentation adopted in that publication 
have been retained. The officials of the Census department will 
probably tire of such continuous flattery by an author who omits 
to acknowledge his indebtedness either in the preface or in footnotes 
to the text. On the other hand, economic historians will find 
fault with a method of arrangement which fails to bring out the 
connection between mining and transport, between agriculture 
and land policy, and between foreign trade, tariff legislation 
and industrial development. Each subject is confined strictly to 
its chapter. Dr. de Kock does not seem so happy in the purely 
historical sections, as when urging the desirability of increased 
protection (pp. 296-9), criticising the commercial banks (p. 385), 
explaining the policy of the present Government towards Provincial 
finance (p. 409) or proposing solutions for the “ poor white” 
problem (pp. 464-7). 


In his preface the author promises a revised and improved 
TT2Z 
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edition in August 1929. We suggest that it would have been 
better to make that edition the first, and to encourage his students 
in the meantime to make use of the official publications. 

ARNOLD PLANT 


The Rise of the Irish Linen Industry. By C. Girt. (Oxford: 
Clarendon Press. 1925. Pp. vii-+ 359. 16s.) 


INSPIRED by the late Professor Unwin, English economic 
historians have been exploring minutely the organisation of our 
industries in the period of transition from the domestic to the 
factory system. Their research has produced valuable intensive 
studies of the metal, the cotton and the woollen industries. The 
task of describing (in so far as Ireland was concerned) the early 
history of the third textile industry fell to Mr. Gill. Mr. Gill, 
though he offers us a full account of the rise and fall of the Linen 
Industry in Southern Ireland, has directed his painstaking investi- 
gation mainly to the economic history of Ulster. His work is 
distinguished from that of his predecessors by his detailed treat- 
ment of two subjects, hitherto either neglected or handled in- 
adequately—the change from domestic to factory production, 
particularly in Ulster, and the State’s various efforts to foster 
the Industry in Ireland, as a whole. 

In treating of the period before the coming of the factory, 
Mr. Gill has succeeded in accumulating much useful information, 
though he has been unable to draw upon stores of new material, 
comparable to those which enrich the pages of Professor Heaton 
and Mr. Ashton. But the arrangement of what facts patient 
and even infinitesimal research could discover has been skilfully 
performed. The chapters in which Mr. Gill traces the rise of new 
industrial classes in Ulster consequent upon the expansion of the 
market, the various commercial developments and the gradual 
spread of capitalism, present an elaborate picture, ingeniously 
constructed by the cumulative effect of a hundred adroit touches. 
Yet I feel that they give too favourable an impression of the 
progress made in the organisation of the Linen Industry, through- 
out Ulster asa whole. The sober truth is that the Linen Industry 
(certainly before 1820) exhibits in Ulster, apart from the three 
districts in which the finer cloths were made, a very primitive 
type of organisation, with a body of workers, whose economic 
status it is not always easy to determine. Mr. Gill knows this, 
of course, and even draws attention to it occasionally. But 
throughout these chapters, in his endeavour to show the rise of 
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new industrial classes, the growth of capitalism, etc., he takes 
all his instances from the three districts mentioned. Yet the 
changes in these districts were far from being characteristic of 
Ulster as a whole. Then in stating his conclusions he tends to 
forget the restricted area from which he has drawn his facts. For 
instance, the trouble of 1762—the issue of a few pamphlets and 
a small riot at Lisburn—showed merely that in one small district 
of Ulster a class of employees had appeared. According to 
Mr. Gill, however, it showed in the history of Ulster “ that the 
old system of domestic manufacture and sale in open markets 
was gradually yielding to new methods and that a drift towards 
capitalism had begun.” (Mr. Gill has so fond an affection for 
this trouble of 1762—the one “ striking’ event in the early 
history of the Ulster Linen Industry—that he loses his sense of 
proportion. In one passage he speaks of it as suddenly revealing 
‘the forces that have been remoulding society.” In another 
connection we hear that it was “only one event in the age-long 
rivalry between commercial and industrial capital, in line with 
the Matins of Bruges and the Ciompi rising in Florence ! ’’) 
Chapter XIV (Growth of Capitalism, 1800-1825) furnishes 
other examples of a weakness for indulging in conclusions broader 
than the evidence admits. Consider, for instance, the statement 
that “‘ in the linen trade as a whole and in almost every section 
of it there was already before 1820 a strong movement in the 
direction of modern capitalism.” Mr. Gill uses capitalism in this 
chapter in the special sense of factory production (in earlier 
chapters he uses the term in a different sense). The evidence for 
the statement is as follows. Four scutching mills were ordered 
for use in Ireland in 1817. The practice spread in the next three 
years, but Mr. Gill does not furnish figures before 1820. There 
were fifteen spinning mills, all working on a very small scale 
and by water power. There were no power-looms at all, though 
there was an occasional instance of the concentration of hand- 
looms under a single roof. But what reason have we for talking 
of a strong movement towards factory production, at any rate, 
in the very important coarse branches of the Industry? Mr. 
Gill appeals, too, to various reports on the brown linen markets, 
but here he shows some confusion of thought. These reports 
afford evidence bearing merely on ‘‘ employment for wages.’ This 
employment was usually employment in the home of the worker. 
The reports tell us nothing significant about the point with which 
Mr. Gill is concerned, “‘ employment of wage-earners in factories.” 
Mr. Gill has considerably extended our knowledge of the 
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industrial and commercial organisation of the Irish Linen Industry, 
and particularly that of Ulster in the period of domestic pro- 
duction. An additional chapter, dealing in detail with the 
Ulster Industry during the period between 1820 and 1850 would 
have greatly added to the value of his book. 

The four chapters in which Mr. Gill seeks to estimate the value 
of the State’s activity in encouraging the growth of the Industry 
form not only the most interesting, but the most notable con- 
tribution made by his very useful work. While other writers 
have been content to talk loosely about the good work done by 
the Linen Board and the beneficial effects of the bounty policy, 
Mr. Gill, with indefatigable industry, has conducted a rigorous 
and comprehensive inquiry into the question. His verdict, 
supported by a formidable array of evidence, skilfully marshalled, 
is decidedly unfavourable both to the Linen Board and the 
Bounty system. It is a verdict which, on the whole, I am inclined 
to accept. Yet Mr. Gill, as a faithful disciple of the late Professor 
Unwin, seems to write with a strong, though perhaps unconscious, 
bias. This is shown not so much by any specific misrepresenta- 
tion of fact as by a subtle distribution of emphasis and an apt 
selection of illustration. Mr. Gill is firmly convinced that “ those 
industries which have prospered would have done so without 
any help—the Linen Industry of Ulster is a case in point.” 

The general excellence of Mr. Gill’s work is marred by two 
unfortunate habits. He is inclined to avail himself, somewhat 
freely, of facile analogies (drawn from a study of secondary 
authorities) which appear to suit his immediate purpose. These 
are often interesting, but the scientific value of the practice is 
doubtful and, without careful analysis, it may even mislead. 
We could spare, too, Mr. Gill’s many vague remarks on general 
economic history—the “‘ crambe repetita’”’ of the lecture-room. 

In sum, Mr. Gill has produced a work which is at once a 
dispassionate survey of an important aspect of Irish Economic 
History and a scholarly contribution to the study of industrial 
development. J. LEMBERGER 


Then and Now: Economic Problems after the War a Hundred 
Years Ago. By Mrs. H. A. L. FisHer. With an intro- 
duction by the Rt. Hon. Davin Lioyp GrEorGE, O.M. Pp. 
xii +117. (Oxford University Press. 1925. 5s. net.) 


Tus book gives a short account of the economic conditions 
and problems of the period after 1815, the ‘“‘ then ” of the title. It 
goes over the old ground conveniently, neatly, without attempting 
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new theories or presenting the results of new research. It gives 
a history compendious and readable, in such a manner that while 
hearing of the then we are led to think of the now. We are asked 
to learn the lesson of history. Wisely the author does not 
explicitly enumerate what lessons are to be learnt; the book 
contains no positive recommendation to legislators; the chief 
conclusion which all readers will draw is that as we lived through 
and emerged prosperous from those troubled ancient days, so 
we shall do again and recover from our present sickness. In 
fact this work serves more than anything else the purpose of 
encouragement, gives a fillip to flagging energies, brushes away 
the clouds of gloom; it should be placed in the hands of every 
average pessimistic man. 

There is, however, one cause for disquiet. The careful reader 
will find that in three out of the four principal problems dis- 
cussed—the rural, urban, financial and currency—the solution 
of our difficulties is said to have come through our steady progress 
towards free trade. From this we may infer both a lesson for 
the present and a criticism of Mrs. Fisher. The lesson for the 
present is obvious and serious. But, important as the benefits 
that flowed from our fiscal policy undoubtedly were, the author 
seems to stress them rather at the expense of other topics. In 
the rural chapter she treats admirably of the corn law and its 
repeal, but hardly mentions the Poor Law Reform Act. More 
might have been said of factory legislation, of workmen’s com- 
binations, and the repressive policy of post-war years. 

There are a few minor inaccuracies. The reasons given on 
p. 98 for the rise in the price of bullion (1797-1800) are inadequate. 
It should have been observed on p. 60 that the real objection 
to Pitt’s method of borrowing below par was that it deprived 
the future of opportunities for profitable conversion operations. 
The currency fluctuations of our ancestors were not so severe as 
ours (p. 107). The principle of the old Sinking Fund was to some 
extent present in the arrangements of 1829 and not a new idea 
in 1866 (p. 82). Bank notes were not made legal tender in 1797 
(p. 97), but in 1812. Ricardo did not open the depreciation 
controversy in 1807 (p. 98), but in 1809 (the depreciation which 
attracted general attention occurred between those two dates). 
Mr. Lloyd George mistakes by one and a half years the length 
of time which has elapsed since the Armistice. 

R. F. Harrop 
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L’ Evolution de la Pensée Politique en France au XVIII* siécle. 
By Henri Séz. (Paris: Giard. 1925. Pp. 398.) 


HERE is a systematic series of brief chapters on each of the 
thinkers and schools of thought of the eighteenth century in 
France, making up a very convenient handbook. The Physio- 
crats are dealt with in their capacity as political philosophers, 
not economists; and it is pointed out that while Quesnay was 
in favour of enlightened despotism, the second generation of his 
disciples “‘ adhered to liberal ideas.” To the question whether 
socialist doctrines can be traced back to the eighteenth century, 
M. Sée justly replies that, though the general idea of the iniquity 
of property occurs often enough, “ the socialism of the eighteenth 
century ” differs profoundly from that of nineteenth-century 
theorists. ‘‘ Landed property was then of preponderating 
importance; the social question was that of the peasants and 
not of industrial workers; capitalist industry was only just 
beginning; and nobody yet dreamt of a conflict between labour 
and capital.”” But he renews the suggestion made in an earlier 
work, that Turgot, though himself the firmest of believers in 
the merits of property and freedom of competition, nevertheless 
contributed largely to the later development of socialist ideas— 
class warfare, class consciousness and the like—by the sharp 
distinction he drew between “les entrepreneurs” and “les 
ouvriers.”’ 

W. ASHLEY 


La regolazione delle Entrate e delle Spese (nella Repubblica di Venezia 
net secola XIII e XIV). Roserto Cerssr. (Padova: 
A. Draghi. 1925. Pp. 276. Lire 35.) 


Iraty, the country which for so many centuries was foremost 
in commerce, banking and finance, has, stored in her archives, 
many documents of fundamental historical importance which 
deserve to be made known. In the past numerous foreigners 
have devoted themselves to Italian history and have laboured 
among these records. As is generally known, the history of the 
Bank of San Giorgio at Genoa was written by a German named 
Sieveking who investigated the official documents. To-day, 
however, these things are changed. Italians no longer submit 
to the leadership of foreign science, but are enthusiastically taking 
up the work of reconstructing the economic and financial history 
of the former monarchical states and republics of the peninsula. 
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Einaudi and Prato have taken Piedmont as their field, and each 
has produced two volumes. LEinaudi's two deal respectively with 
the Public Revenues of the State of Savoy during the War of the 
Spanish Succession, as shown in the Budgets and Treasurers’ 
Accounts,! and the Finances of Savoy at the beginning of the 
eighteenth century and during the War of the Spanish Succession,? 
while Prato’s subjects are The Economic Life of Piedmont in the 
Middle of the Eighteenth Century,? and Problems of Currency and 
Banking in the Seventeenth and Eighteenth Centuries.* 

The economic and financial history of the Venetian Republic 
is, however, far more important and interesting than that of 
Piedmont; and the task of relating it in detail is now being under- 
taken by a group of earnest and ¢apable investigators whose 
work has already produced some extremely important results. 

The Royal Commission for the Publication of the Financial 
Documents of the Venetian Republic,® founded in 1897 through 
the initiative of Luigi Luzzatti, was also entrusted with the work 
of examining the financial and economic papers preserved in the 
Archives of the Frari at Venice. Between 1903 and 1912 three 
large volumes were issued under the direction of Professor Besta 
as a result of his own work and that of his colleagues. They 
contained the Budgets of the Republic from 976 to 1755 ° 
arranged in order and amply illustrated, with prefatory comment 
by Luigi Luzzatti and an Introducticn by Professor Besta. 

These researches and their publication, which were inter- 
rupted by the war, are now being vigorously resumed. Two 
volumes are announced to appear in the near future, one on the 
Loans of the Venetian Republic,’ by Gino Luzzatti, the other on 
the Definitive Budgets from 1641 to 1736,8 by Pietro Rigobon, 
while the series has already been enriched by the very interesting 
collection of thirteenth- and fourteenth-century papers relating 
to the regulation of revenue and expenditure, by R. Cessi and 
P. Bosmin, which is the subject of this notice. 

The book opens with a preface by L. Luzzatti and is of great 


1 Le entrate pubbliche dello Stato sabaudo inet bilanci e nei conti dei tesoriert 
durante la guerra di successione spagnuola. | 

* La Finanza sabauda all’ aprirst del secolo XVIII e durante la guerra dit 
successione spagnuola. 

3 La vita economica in Piemonte a mezzo il secolo XVIII. 

4 Problemi monetari e bancari nei secoli XVII e XVIII. 

5 R. Commissione per la pubblicazione dei documenti finanziari della Repubblica* 
Veneta. 

6 Bilanci della Repubblica Veneta dal 976 al 1755. 

7 Prestiti della Repubblica di Venezia. 

8 Bilanci di avviso dal 1641 al 1736. 
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importance, for, in addition to the documents reproduced, which 
throw a strong light on the measures taken by the Republic in a 
time of great financial stress to curtail expenditure and increase 
the revenue, a learned and weighty introduction has been con- 
tributed by Professor Cessi, whose wide and profound knowledge 
of Venetian institutions has enabled him, in spite of immense 
difficulties, to reconstruct the history of Venetian financial policy 
from the middle of the thirteenth century to the Chioggia war 
(1379). After giving a general picture of the financial condition 
of the Republic, which was far from satisfactory, owing to the 
subdivision of the financial administration among various separate 
bodies, the ceaseless expenditure on war, and the systematic 
waste of public money, Professor Cessi shows in detail what was 
done by way of attempting to remedy this deplorable state of 
things. The Great Council, reduced to impotence by internal 
dissensions, was gradually despoiled of its supreme powers, 
including its financial sovereignty, and these powers were trans- 
ferred to special Councils, sometimes created ad hoc, composed of 
a few upright and disinterested men. On their initiative various 
important regulations were made or attempted. In 1282, in 
order to set a limit to the increase of expenditure, the consolidation 
of all ordinary expenditure was effected. In 1349, not to mention 
many intervening regulations of minor importance, an endeavour 
was made to treat revenue and expenditure as one whole, and, 
in order to achieve this, it was proposed to set up a central 
authority which should have power, not only nominally, but in 
fact, to unify the existing fragmentary and disorganised financial 
activities. But these efforts, though inspired by the highest 
patriotism, often failed to bring about the expected results, 
sometimes because the wars which the Republic so frequently had 
to wage rendered vain all plans for economy and orderly methods, 
sometimes owing to the paralysing effects of internal political 
strife and the prevalence of private over public interests. 

Thus the financial problem remained for the most part un- 
solved, and the deficits continued to be both chronic and systematic. 
They were balanced by loans, generally forced, which were sub- 
sequently amortised. But no sooner was one debt extinguished 
than others were contracted, while their amortisation was a 
continual cause of trouble to the Republic. Later, the financial 
problem became involved with that of commercial policy. The 
customs dues were an important source of Venetian revenue, but 
their increase, however advantageous financially, was an economic 
danger to a State which existed chiefly by,means of its foreign 
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trade. Hence the alternations between a free-trade and a 
protectionist policy, which were due to the opposing pulls of 
economic and financial necessities and to pressure exercised by 
particular groups whose interest it was to exclude foreigners and, 
ultimately, even competitors of their own nationality, in order to 
secure a monopoly for themselves. This internal rivalry of 
interests and policies continued throughout the greater part of the 
fourteenth century to paralyse the financial life of Venice, and to 
nullify the most strenuous efforts of those who were endeavouring 
to restore it to health, while it finally prevented preparations being 
made in sufficient time for the defence of the Republic against 
Genoa, Venice’s commercial rival, who, jealous of her Eastern 
trade, had been threatening her for some time past. This state 
of affairs lasted, in fact, until 1379, when the Genoese galleys 
arrived at Chioggia and blockaded Venice. Then the Republic, 
making a supreme effort in her own defence, put pressure on her 
own rulers. An account of the financial, commercial and political 
vicissitudes of the period immediately preceding the Chioggia war 
closes this erudite and interesting volume, which illuminates some 
important pages in the financial history of the Venetian Republic. 
Marco FaNnno 











NOTES AND MEMORANDA 


TRADE OF LARGE AND SMALL COUNTRIES 


1. THE proposition that small countries tend to have a large 
trade per head is stated in somewhat different forms by Marshall 
and Grunzel.t This note is an attempt to sift the evidence, 
observing the qualification of the former, that comparisons should 
be made between nations of similar conditions and vigour. The 
proposition is of practical importance in relation to certain inter- 
national comparisons, whereby it has recently been sought to show 
the advantage of free trade by reference to value of exports. For 
if mere size lessens trade per head, such conclusions must obviously 
be qualified. 

2. The countries taken should be arranged with due regard 
to their productive areas.2, Where there are large blocks of un- 
productive territory, as in the north of Canada and the centre of 
Australia, these must be allowed for, since they might just as well 
be foreign. Though large in quoted area, these two countries 
are economically much smaller than the Argentine or the United 
States; in 1912-13, the time taken for the following comparison, 
they were economically smaller than even France or Germany. 
The productive land area of Norway is only the rim of her territory, 
about a third of the whole. The grouping of countries according 
to general economic conditions lessens, but does not abolish, the 
importance of this correction for the European countries; it is 
quite necessary in the case of new countries. 

3. Marshall refers generally to trade; Grunzel tests by 
exports. The total trade counts the balance of services one way, 
and leaves them out the other way. It is the least satisfactory 
index. If services are to be included, the larger figure either way 
should be taken. But an answer to the question how size of 
area is related to trade could not properly include services rendered 
on the high seas or by capital invested abroad. To what area 
are these to be attributed? In this respect a difficulty appears 
in any figure of the trade of fishing countries like Norway and 
Iceland; we need not make the difficulty a general one. Grunzel 


1 Industry and Trade, chap. ii.: “ Economic Protectionism,”’ pp. 38, 72. 
2 These are taken from the International Year-book of Agriculture. 
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is probably right in taking exports, which are in nearly all cases 
the smaller figure for Europe. But, again, proper grouping 
eliminates this question so far as concerns the order in which 
countries will stand; and it is only an order, not a correlation, 
that can be expected in any case. In the following calculation 
the special exports of merchandise are taken. The inclusion of 
bullion would not affect the result. 

4, A general table for all the countries whose special trade 
can be quoted would be quite chaotic. The grouping that is 
necessary is into the industrial and non-industrial countries of 
Europe, and the less settled countries of the New World. Not 
only is similarity of conditions required, but there is also the 
disturbance to a general comparison due to the fact, indicated by 
Marshall, that the industrial nations are credited to a greater 
extent than the others with the value of imported materials. 
For the third group, those new countries must be taken which 
have sufficient similarity in their populations, and this excludes 
South Africa. 

5. On what grounds is any relation to be expected? Marshall’s 
first reason is economic, that small nations are likely to have 
less varied resources. He illustrates this by reference to such 
limiting cases as a fishing village and an arid mining area. When 
we leave such cases, however, and consider national units, it does 
not appear that variety of resources is wanting in such small 
countries as Belgium, Switzerland and Holland; specialism is 
rather a feature of large countries of the non-industrial type. Of 
the small European countries, only Denmark can be called a 
specialist. Grunzel’s account of this tendency is unsatisfactory ; 
a small State, he says, does not afford a sufficient home market 
for its own produce. But a small population will both make and 
consume less; a dense one will both make and consume more. 
The more fundamental reasons are those which, as is to be 
expected by the nature of the problem, are fundamentally mathe- 
matical. Marshall states two propositions. Small countries have 
a large frontier in relation to their area; and the average distance 
of their productive centres from the near foreign market is less. 
These are the causes that have to work out, if at all, through a 
great variety of accidental influences. There might be added the 
idea that, since the world as a whole has no foreign trade, small 
nations have a larger world to trade with than large ones; but 
this consideration, almost derisory in any case, does not fit facts 
of distribution of population. 

6. The following tabulation is based on the returns for 1912 
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and 1913. Some comments are necessary. The order preferred 
is that of productive areas, but where countries nearly alike in that 
respect differ considerably in total area, the larger total is placed 
lower. For example, the productive areas of Canada and Aus- 
tralia were 445 and 485 kilometres respectively ; their total areas 
were 9,337 and 7,706; Canada is placed lower. But both are 
reckoned as smaller than the Argentine, whose total area was 2,987 
and its productive area 2,177. Norway is placed so as to allow 
for her fishing area. It is specially important to note the 
trade figures of Holland and Belgium. The foreign Statistical 
Abstract gives a warning, not observed in the new Bulletin of 
Statistics, that their special trade before the war was still inflated 
by unseparated items of through trade; while Dutch trade 
values were then quite fictitious. Allowing for prices, the post- 
war returns show that Dutch pre-war figures may properly be at 
least halved. This is important, because the whole theory of the 
trade of small nations may well have originated in the apparent 
magnitude of the trade of these two countries. Countries are 
omitted which would have to be compared with each other only 
by twos and threes, because of facts of race and quality; such as 
China, Japan and Siam. The most tempting application of the 
whole theory would be to the small island and other communities 
of the Atlantic and Pacific. Analysis of their general trade and 
conditions shows that the influence of military stations, of stan- 
dards of life, and of collecting trade make it unsafe to institute 
a comparison even between any large number of these by them- 
selves. Some of them afford an interesting study in the theory of 
“invisible ” trade. 


SpeciaAL Exports £ PER HEAD AND PRODUCTIVE AREAS, 1912-13 











Industrial Non-industrial ; 
Europe. Europe. New Countries. 1000sq.km. 
Belgium . (20) Denmark . 12:5 
Holland. . (20) | Greece . 2-0 Up to 
Switzerland . 14 Portugal 1:3 100 
Bulgaria 1-2 
Rumania 3:5 
Italy . . 28 | Norway 8-0 | New Zealand . 19 | 200-300 
2 as < an Sweden . 8-0 
France . - 67 | Spam . 2-3 | Australia. - 16 | 440-600 
Germany . 7:0 | Austria-H. 2-3 | Canada . : 
Argentine - 138 | 2000-3500 
USA. » » 2 
Russia . 1-0 5700 
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7. Only if Greece, Portugal, Rumania and Bulgaria can be 
regarded as backward as to either vigour or availability of capital 
—and this is a possible interpretation—can regularity in this 
tabulation be obtained. It should be added that at this time the 
Customs duties of Greece and Portugal had a comparatively high 
average incidence on their imports; the rates being 26 and 22 per 
cent. as against about 5 in the-U.K. and from 7 to 8 in France and 
Germany. 

8. Marshall’s further proposition that federation lessens the 
foreign trade of the federating parties as a group, is an in- 
dependent one. But if it were a question of annexation or cession 
of contiguous territory, there would be the difference that the per 
head trade of the groups would be quoted before and after the 
proceeding. It is conceivable, but not likely, that the country 
regarded as annexing might increase its per head trade by the 
process. 

9. Whether too much has to be done for the general theory 
in applying it to facts I do not decide. The conditions are such 
as to require some degree of selection and arrangement. 

D. H. MacereGor 





Notes on AUSTRALIAN EXCHANGE 


CoNCURRENTLY with Britain’s restoration of the gold standard, 
Australia announced a return to parity of exchange and a resump- 
tion of free exports of gold. The English and Australian pounds 
were no longer of different values and the period of exchange 
difficulty was ended. There are certain peculiarities in the new 
exchange rates which require elucidation, and the change in 
monetary policy offers an opportunity of reviewing the experience 
of recent years. 

1. Purchasing Power Parity and Australian Exchange.—During 
the war and post-war period Australian exchange was remarkably 
stable despite fluctuations in the balance of international payments 
and variations in English and Australian price levels. The 
Commonwealth Statistician estimates that the net balance of 
payments was in favour of Australia over the period 1914 to 1924, 
but there were wide annual variations. Thus in 1915 and 1916 
the adverse balance was £30,000,000, and was followed by a 
favourable balance of £40,000,000 during the next two years. 
The balance was greater in subsequent years, reaching a maximum 
adverse balance of £37,000,000 in 1921 and a maximum favour- 
able balance of £47,500,000 in the following year. A graph of 
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English and Australian prices shows that British prices rose much 
higher than Australian prices to 1920, the respective levels in 
April being 220 per cent. and 140 per cent. above the 1913 level. 
British prices commenced to fall in April and Australian prices in 
July. They reached a common level early in 1922, but showed 
opposing movements from then till the end of 1924. Thus 
Australian prices rose from April 1922 to June 1923 while British 
prices fell. Despite these fluctuations in prices and the balance 
of payments, exchange rates were remarkably stable. During 
1921 there was an adverse exchange, and sight drafts were quoted 
at 37s. 6d. premium. In 1924 exchange was favourable to Australia 
and sight drafts were at a discount of 55s. But generally the 
variations were much less serious than the conditions warranted, 
and the history of te Australian exchange with London during 
the period of paper currencies does not confirm the purchasing 
power parity theory. This may be explained as follows :— 


(i) The traditional view of the identity of the British and 
Australian pounds helped to prevent any divergence of 
price levels being reflected in the exchanges. Even 
with substantially differing price levels parity of ex- 
change would not appear incongruous, whereas such 
would be the case with other countries. 

(ii) Bankers preferred to maintain parity and adopted the 
practice of discouraging remittance rather than varying 
their rates. This was partly due to the importers 
putting the case against a varying exchange very 
forcibly to the banks—it would disorganise business. 
Banks apparently accepted this view, and would permit 
a considerable accumulation of funds. A continued 
stringency might affect them, but could hardly have 
been serious at this end because of the plentiful cash 
supplies through the note issue. At the other end it 
was an important factor during the heavy importing in 
1920-1, but banks went so far as to sell securities rather 
than have a very adverse exchange rate. This, along 
with discouragement to clients in the matter of drafts 
on London, was sufficient, and exchanges were thus 
kept close to par. 

(iii) It was generally easy to get funds in London to finance 
imports, because (a) some banks had their headquarters 
in London and thus had heavy investments there, (5) 
Governments were frequently raising loans in London, 
and (c) the Commonwealth Government had apparently 
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a floating debt with the British Government on account 
of war payments. These resources would have a 
stabilising influence. 


(iv) Exports were easily financed, partly because of the 


plentiful cash supplies at home, the general inflationary 
banking finance for war and post-war loans, and the 
arrangements made -with the British Government for 
purchasing food-stuffs and raw materials. Hence the 
exigencies of Government policy prevented a free 
adjustment of exchange rates to price levels. 


(v) During the period when the Australian pound was at a 


high premium and it was difficult to finance exports, 
the practice of selling foreign holdings of Australian 
securities to Australia was adopted. This acted in the 
same manner as a loan floated in Australia for the benefit 
of foreign purchasers of Australian goods. 


(vi) Finally, there was the acceptance by the banks of British 


exchange rates with other countries. This must be 
regarded as an important illustration of the determina- 
tion of the banks to maintain parity, which was prob- 
ably the determining factor. Banks did not deliber- 
ately arrive at this policy; rather they accepted the 
pre-war tradition and fought against any variation. 
At the time they had a monopoly of exchange trans- 
actions (the outside broker was much less important 
than in more recent times, and the Commonwealth 
Bank had not yet used its influence in exchange trans- 
actions), and their policy was effective. 


(vii) It is important to note that the system was fundamen- 


tally a sterling exchange standard worked on the basis 
of the gold-exchange standard. The availability of 
funds in London and the cash resources in Australia 
were the essential features. The system failed only 
when one of these conditions was not fulfilled. In 1924 
cash at home was not sufficient, nor were conditions 
buoyant, hence the variation of exchange in con- 
formity with the p.p.p. theory. 


2. The New Exchange Rates—On May 6 exchange rates were 


lowered, and a further reduction was made on June 11, when 
telegraphic transfers were quoted at par for selling, and 5s. per 
cent. discount for buying. The reduction to par was accompanied 
by a change in the difference between buying and selling rates and 
certain features of the change require comment :— 
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(i) In May 1915 the difference between buying and selling 


was 17s. 6d. per cent., at present it is 12s. 6d. except 
for T.T., where it is only 5s. Before the change it 
was 20s. for T.T., and increased to 35s. for 90-day 
bills. 


(ii) A general consideration of great importance was, no doubt, 


the pressure from the Government upon the banks 
to reduce their exchange charges. The Imperial 
Economic Conference in 1923 discussed this fully and 
recorded a decision that the rates were too high, and 
should be reduced. The Government has since then 
urged banks to reduce their charges, and its protest 
has been rendered more effective through the new 
powers of the Commonwealth Bank. 


(iii) The small difference for T.T. was due in part to the 


operations of the exchange broker, who was most 
effective in T.T. business but cannot make a profit 
upon a 5s. difference. The 12s. 6d. difference between 
buying and selling for other rates is apparently the new 
normal. The rates themselves are based upon 6 per 
cent. interest and follow naturally after the determina- 
tion of O.D. 


(iv) A contributing factor to the T.T. rates was the desire 


of the Commonwealth Bank to restrict imports of gold. 
It cannot be profitable now to import gold, and this 
strengthens the position of the Commonwealth Bank. 
Apparently the banks were promised supplies of notes 
if they brought the T.T. buying rate down, and on 
May 14 there was a significant cable upon the new 
arrangements between the Bank of England and the 
Commonwealth Bank for a gold exchange standard. 
It was announced that notes would be issued in 
Australia against deposits of gold at the Bank of 
England, but there is no suggestion yet of extending 
the arrangement to periods of adverse exchange, when 
notes would be received and cancelled in exchange for 
gold in London. 


(v) Selling rate for T.T. is kept high partly to deal with the 





outside broker and partly also to induce a demand 
upon the still accumulated fundsin London. Banks are 
apparently still anxious to procure funds here and to 
have their funds in London reduced—a discount upon 
drafts on London is therefore given. 
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(vi) For political reasons the Commonwealth Government 
desired a heavy fallin the T.T. buying rate. First there 
was the clamour of the rural and exporting interests, 
and secondly the problem of the conversion loan in the 
spring. The influence of the first is obvious, but the 
second is not soclear. The Government wanted a cheap 
loan; they also wanted a successful conversion. It is 
apparently thought that an easier banking situation 
will give it; hence the whole of the present policy— 
normal exchange, elastic note issue against London 
balances, credit expansion, rising stocks and bonds, 
and thus a fall in rates. The Commonwealth Bank 
has been very useful as an instrument in bringing this 
about, and could even threaten to act independently 
in the exchange business. The banks have quite readily 
agreed for reasons already explained. The policy was 
successful and has materially assisted in easing the 
money market to make possible the big conversion 


operation at 5} per cent. 
D. B. CopLanpD 
University of Melbourne, 
September 1925. 





OFFICIAL PAPERS 


Labour and Land in East Africa. East Africa. Report of the 
East Africa Commission. [Cmd. 2387.] 1925. 3s. 6d. 


Mr. OrmeEsBY-GorRE, Major Church, and Mr. Linfield, the 
three M.P.’s who formed this Commission, were appointed to 
visit Northern Rhodesia, Nyasaland, Tanganyika, Uganda, and 
Kenya and to report on any facts bearing on the terms of reference 
to the East Africa Committee. The terms of reference to that 
Committee covered generally the economic development of East 
Africa and the social and economic conditions and taxation of 
the native population. The Commission had about three months 
in which to study this immense extent of territory and the even 
more immense extent of subject. Whether three gentlemen, 
without previous experience of African conditions, can, in a 
three-months tour, acquire much information of value seems 
a priori rather doubtful. 

The doubt is not removed by their Report. It covers so 
many different subjects and Dependencies that a detailed review 


of it is here not possible, and it seems advisable, therefore, to 
uUu2 
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concentrate attention, so far as this notice is concerned, upon a 
single problem dealt with by the Commission. That problem 
is in my opinion much the most important which the Commission 
had to face, namely, the economic relations of the white and black 
population in Kenya Colony. The economic position in Kenya 
is notoriously bad, and the reason for this is not obscure. A 
very large extent of the best land in that Colony has been alienated 
to Europeans who are attempting to exploit it in farms or estates. 
These Europeans have to rely on native labour. But the African 
in Kenya refuses to work for wages on the European farms 
unless forced to do so either directly or indirectly. To a certain 
extent he is forced by being deprived of his land or by heavy 
taxation or by administrative “‘ pressure.’”’ But even so there 
is a continual lamentation from the Kenya settlers about the 
shortage of labour. On the other hand, you have a native 
population either relegated to Reserves, uneducated, heavily 
taxed, with no legal rights in the land, harried and discontented, 
or forced to work for low wages against their will for white masters. 

This is the position which the Commission had to consider. 
The Report never squarely faces the facts. The most important 
fact is that there are two alternative and conflicting policies 
with regard to land and labour in Africa. One is that which is 
being pursued with disastrous results in Kenya. The other 
has been adopted in British Dependencies on the West Coast. 
It consists in refusing to make the Administration the labour 
recruiter for European settlers and Companies, and in encouraging 
the natives to make the most economic use of their own land. 
Native production of food and of economic products for export 
has been signally successful wherever on the West Coast this 
policy has been adopted. The question which the Commission 
ought to have answered, but which it does not attempt to answer, 
is why this policy cannot be pursued with equal success in Kenya. 
There is only one thing which would make it physically impossible, 
namely, if the East African is so inferior to the West African in 
ability that he is incapable of growing for himself grain or economic 
products like cotton. There is not the slightest evidence that this 
is the case, indeed such facts as native cotton growing in Uganda 
are all the other way. 

Why then, if the Commission is considering the “ general 
economic development ” of Kenya, does it not recommend that 
every encouragement should be given, as in West Africa, to native 
agriculture, not on European estates, but on the natives’ land ? 
Surely that would seem to be the minimum involved in the pro- 
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fession, quoted by the Commission from the White Paper of 1923, 
that “‘in the Kenya Colony the principle of Trusteeship for the 
Natives no less than in the Mandated Territory of Tanganyika 
is unassailable,’’ and still more in the declaration in the same 
despatch which the Commission strangely neglects to quote : 


“Primarily, Kenya is an African territory, and His 
Majesty’s Government think it necessary definitely to record 
their ,considered opinion that the interests of the African 
natives must be paramount, and that if, and when, those 
interests and the interests of the immigrant races conflict, 
the former should prevail.” 


The explanation is perhaps that in this case the interests of the 
immigrants and of the natives do conflict. If the Kenya Govern- 
ment did what the Nigerian Government do, encouraged native 
agriculture and refused to attempt to force natives to work for 
Europeans, the shortage of labour for European estates would be 
much greater than it is. 

The Commission, except in a short “ Supplementary Memor- 
andum,” which is in effect a Minority Report, by Mr. Linfield, 
adopts the views of the European settlers. This is the kind of 
thing they say : 


“* It is inconsistent with the economic progress of the whole 
country and with advance in the civilisation of the native 
of Africa that he should be allowed to stagnate in a native 
reserve, leaving all the work to the women, the men doing 
nothing. He must be taught by every legitimate means 
open to the Government that as he is no longer required for 
fighting it is his duty to the community and to himself to 
work, and that unless he is prepared to do a reasonable 
amount of work on his own account it is his duty to go out 
to work either for Government or private employers in 
industrial employment.” 


Note the unwarranted assumption that the native stagnates on 
his own land and that only the women work—commonplaces 
of East African propaganda. How does it come about that next 
door in Uganda the native does nothing of the kind and still less 
in West Africa? And why do the Commissioners hold that we 
have the right, nay, duty, to compel the native of Africa to 
work for wages? They would be horrified at the idea that the 
Russian Government has a right to compel Russians in the same 
way, and still more by anyone who attempted to argue that it 
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is inconsistent with economic progress that anyone should be 
allowed to stagnate in such native reserves as Grosvenor Square, 
and that the inhabitants must be taught that it is their duty 
to the community and to themselves to work, and that unless 
they are prepared to do a reasonable amount of work on their 
own account it is their duty to go out to work either for Government 
or private employers in industrial employment. 
LEONARD WOOLF 





Report of the Committee on Stabilisation of Agricultural Prices. 
Ministry of Agriculture: Economic Series, No. 2. (Price 
1s. 6d.) 


THE members of this Committee—Mr. Ashby, Mr. Enfield, and 
Mr. Lloyd—have in this Report offered a broad sketch of the 
principles which underlie the problem of stabilisation as it affects 
agriculture. Without taking evidence, they have made their own 
analysis, and suggested the lines on which further examination 
should proceed. 

The causes of fluctuation of agricultural prices are distinguished 
as due to either general monetary causes, or variation in the 
volume of production in relation to the conditions of marketing. 
The authors believe that ‘“‘ variations in the purchasing power of 
money have been responsible for greater misfortune to agriculture 
than has arisen from any other single cause.” But this influence 
has tended to be ignored in favour of the simpler explanation of 
foreign competition, and the easier remedy of Protection. Agri- 
culture is specially affected, as they observe, and, as has recently 
been shown by Dr. Whetham, by an unusual lag between the 
incurring of costs and the returns, amounting in the case of arable 
farming to a weighted average period of fourteen months. Hence 
the fact that a change of prices is general does not clear the farmer 
if it is downward. Again, agriculture is not a case of continuous 
production which can be restricted at will to meet market con- 
ditions; having incurred its costs, it awaits the return which the 
season gives. ‘To the labourer in particular, rising prices are offset 
by a fall in real wages. As agricultural experts of authority, the 
members of the Committee add their support to any scheme of 
price stability which the banks can work. 

The second part of their Report deals more specially with 
agricultural policy. They have a good deal to add, that is freshly 
put, to the growing literature of co-operation as a measure of 
stability. On the example of the best foreign experience, they 
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stress the importance of a commodity basis, of federation, and of 
definite contracts of disposal between such organisations and their 
members. But the most interesting part of the whole Report is 
that in which they handle the large problem of home, colonial 
and foreign supplies in relation to a possible participation by the 
State in the work of distribution. They would prefer its function 
to be that of sole shareholder rather than of active manager. They 
are here dealing with plans which had been mentioned before the 
war, but have been more closely canvassed in several countries 
since. So many problems are raised that the Committee, while 
obviously sympathetic to the scheme, prefers that further research 
into it should be undertaken by the League of Nations or the 
Institute of Agriculture. As any plan likely to be adopted in this 
country would almost certainly imply preferential purchase of 
home and colonial supplies, the critical matter might be the 
reaction of this on the availability of foreign supplies when wanted. 
If we are to buy abroad only such surplus as we cannot obtain 
from current Imperial or stored supplies, and this is known to be 
our policy, will the foreign producer be found to have produced 
this surplus, on the chance of our wanting it? He cannot, as 
the authors see, be left out of the arrangement altogether. The 
Xeport is a valuable study of the question, and a skilful contribu- 


tion to agricultural economics. 
D. H. Maccrecor 





League of Nations: Report on the International Conferences on 
Opium and Dangerous Drugs, held at Geneva. Cmd. 2461. 





International Labour Conference, Geneva, 7th Session: Report by 
the British Government Delegates to the Minister of Labour. 
Cmd. 2465. 





Kenya. Compulsory Labour for Government Purposes. Cmd. 

2464. 

CORRESPONDENCE of the Secretary of State for the Colonies 
and the Governor or officer administering the government of 
Kenya; permitting compulsory labour under strictly defined 
limitations. 
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First Report of the Royal Commission on Local Government. Cmd. 
2506. 

On methods of dealing with proposals for the constitution or 

extension of County Boroughs and on the relevant law and 
procedure. 





Report of the Ministry of Labour for the Years 1923 and 1924. 
Cmd. 2481. 


CONCILIATION and Arbitration, Employment Exchanges, Un- 
employment Insurance, Administration of the Trade Board 
are among the topics. 





Report by his Britannic Majesty’s Government on the Administra- 
tion under Mandate of Tanganyika Territory for the Year 
1924. [Colonial, No. 11.] 





Income Taxes in the British Dominions. A digest of the laws 
imposing income taxes and cognate taxes in the British 
Dominions, Colonies, Protectorates, etc. 1925. 1s. net. 





Report on an Enquiry into the Wages and Hours of Labour in the 
Cotton Mill Industry. Labour Office, Bombay, 1925. 


THE number of work-people engaged in the Industry in 
(year ending) 1923, viz. over 250,000, the proportion of men to 
women (above 4 to 1), the daily and monthly earnings and other 
relevant particulars are set forth. 





Report submitted to the Committee on Economic Restoration of the 
International Chamber of Commerce. 


Tue Report is prefaced by an address in which Sir Josiah 
Stamp, demanding admission for “‘ the often unwelcome or even 
the half-conclusive results of theoretical analysis in place of 
easy readings of superficial facts,’ argues that every restrictive, 
safe-guarding or protective measure is anti-reparation and anti- 
debt payment in its tendency. Let a reasoned and conscious 
choice be made between reparations and those opposite policies. 
The first part of the Report, signed by all three members of the 
reporting sub-committee, explains lucidly the principles of the 
Dawes Report. In the second part for which Sir Josiah alone 
is responsible, he grapples more closely with the problem ; demon- 











1925] RECENT OFFICIAL PAPERS 655 


strating among other conclusions that the inelasticity of demand 
for German goods on foreign markets will be less where the 
markets are not those of private consumers for individual use, 
but of collective bodies for public purposes. “If the outflow 
from Germany merely takes its course in the old channels it will 
flood and overflow them. But judicious forethought will instead 
irrigate a wide area of the werld with safety and profit.” 





Tue Britisu AssociaTION MEETING AT SOUTHAMPTON, 
Aveust 26 To SEPTEMBER 2, 1925 


At the Southampton Meeting of the British Association the 
proceedings of Section F included, in addition to the ordinary 
programme and the usual joint discussion with the agricultural 
section, a two-days’ joint discussion with Section G (Engineering) 
on transport problems. The meeting was noteworthy in that a 
lady economist, Miss Lynda Grier, was president of the Section. 
Her address on “ The Meaning of Wages”’ is printed above. 
Mr. Hawtrey’s paper on “ The Gold Standard and the Balance of 
Payments ”’ will appear in a later JOURNAL. 

At the joint Meeting with the agriculturists, Mr. R. B. Forrester 
opened a discussion on “‘ The Marketing of Agricultural Pro- 
ducts.””’ He pointed out that the farmers of other countries 
have done a great deal to improve marketing methods by estab- 
lishing grades and standards of quality. To some extent they 
have been aided by their Governments, though so far develop- 
ment has been especially associated with the efforts of the farmers 
themselves. In the future the British producer will probably 
be compelled to give attention to marketing methods. Among 
the other authors of papers may be mentioned Mr. P. B. Whale, 
who investigated the possibilities of ‘“‘ Reparations’ Transfers 
under the Dawes Scheme”; Mr. Sargant Florence, who con- 
sidered the relation of the statistician to the problem of over- 
population, and Mr. Fabian v. Koch, who described the methods 
of unemployment relief in Sweden. Mr. G. F. Shove detailed 
the many various interpretations that may be placed on the 
Law of Diminishing Returns, and referred to their bearing on 
the problem of population. Mr. R. F. Harrod, examining the 
problem of the trade cycle in relation to the theory of distribution, 
held that fluctuations in distribution, whether of monetary origin 
or not, may cause fluctuation in trade. In her paper on the 
‘Economics of Family Endowment” Mrs. Stocks censured 
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the theoretical economists for having neglected the importance 
of the family in the formulation of their theories. 

Concerning the joint meetings on Transport Problems, space 
only permits us to mention those papers which were contributed 
by the economists. Mr. Tetley Stephenson, in outlining the 
present position of British Railways, stressed the importance 
of obtaining economies in operating expenses, including reduc- 
tion of the wages bill. He emphasised the effects of the new 
road competition, which he held to be subsidised from local 
taxation, to which the railways contributed. 

“The Economics of the Modern Port” was the title of a 
paper contributed by Mr. Alfred Scholfield, who concluded that 
the future lay with the large port. Dealing with the question 
of port-ownership, he pointed out that the trust-owned port 
had little control over inland transit, especially as compared 
with the railway-owned port. A paper entitled ‘‘ The Develop- 
ment of Road Transport and its Economic Significance,” by 
Mr. K. G. Fenelon, sketched the growth of road transport and 
outlined its social and economic reactions. The great advantages 
of road transport, he said, were its flexibility, the possibility of 
providing door-to-door services and the small capital outlay 
required. 





CuRRENT Topics 


Tue following have been elected to membership of the Royal 
Economic Society :— 


Abhayambal, Prof. Davies, John. Government Statis- 
Sri U. Davies, J. S. tician, Perth, 
Allum, F. E. Dickinson, H. D. Western Australia. 
Anderson, R. A. Dodds, L. V. Haddon, Norman J. 
Anninos, C. Dodsworth, James E. Harris, F. W. 
Ashworth, H. F. Edeson, A. Hayward, A. 
Backhouse, H. Ellis, C. A. Heddon, S. R. 
Bell, A. B. Ellis, F. E. Hill, H. E. 
Bernard, Mrs. Erskine, J. W. W. Hodgson, R. A. 
Frances F. Evans, C. P. Hughes, F. R. 
Blake, S. B. Evans, T. W. C. Hunt, W. J. 
Brown, L. F. Franklin, E. C. Karadja, C. T. 
Callin, R. E. Ganly, L. Kohanowsky, N. J. 
Charlesworth,C.W. Gibb, R. Kriplani, C. R. 


Cuthbert, N. Gitsham, S. Choith R. 
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Lamb, C. G. Parker, L. Robertson, W. H. 
Lanyon, H. T. Pease, P. T. Salt, W. E. 
Loevenstein, K. Plant, Prof. T. Scott, H. R. 
McCabe, G. Purkayastha, K.C. Smith, D. M. 
Mani, S. Rahim, Mohamed The Actuary, Com- 
Mazzei, Prof. J. Kamil A. monwealth Bank of 
Middleton, F. N. Rao, Prof. N. 8S. Australia, Sydney. 
Mongia, Jol. Singh. Subba. Thomas, R. C. 
Munro, H. N. Rebello, A. R. Thomson, V. A. 
Narayanaswamy, Redford, Arthur. White, H. 

8. %. Reeve, H. F. Williams, Thomas. 
Oliphant, W. J. Roberts, H. D. Wright, R. C. 

The following have compounded for life membership :— 
Bernard, Mrs. Francis F. Kriplani, C. R. Choith RB. 
Bhargava, Prof. 8. P. Mongia, Jot Singh. 

Dobbs, A. C. Rahim, Mohamed Kamil A. 
Dodsworth, James E. Rebello, A. R. 
Dudley-Kindon, K. Redford, Arthur. 


Haddon, Norman J. 


The following have been admitted to library membership :— 
The Treasury, Government of the Province of British Columbiz ; 
Massey-Harris Co., Ltd., Toronto. 

We record with regret the deaths of the following Fellows of 
the Society :— 


Carter, R. A. (elected 1920). 
Goulden, B. C. ( ,, 1894) 
Leppington, C.H.de E.( ,, 1909) 
Macdonald, J. M. ( ,, 1890) 
Mason, S. ( 5, 1895). 
Mills, A. S. ( 4, 1924) 
Morrow, T. J. ( ,, 1920) 
Schuster, Dr. E. J. ( ,, 1909) 
Walker, Sir Edmund ( 4 30663) 





THE retirement of Professor J. 8S. Nicholson from the Chair 
of Political Economy in the University of Edinburgh, which 
became an accomplished fact at the end of last September, 
deprives the University of services which it has enjoyed since 
1880. During that long period the University has benefited not 
only by the Professor’s teaching and the honour reflected from 
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his writings, but also by the impulse which he has given to the 
organisation of economic studies. During his tenure of office, 
and largely at his suggestion, there has been added to the Depart- 
ment of Economics a lectureship in economic history and three 
subordinate lectureships in political economy. There is also a 
readership in political science, connecting the economics school 
with that of history, and a readership in geography, which con- 
nects it with studies in physical science. There has also been 
established a new Department of Commerce, which has professor- 
ships of accounting and business method and of the organisation 
of industry and commerce, and a readership in mercantile law. 
The subject of political economy, which at first was represented 
in no degree curriculum, now has an important place in the curri- 
cula for degrees of M.A., B.Com., LL.B., and B.Sc. in agriculture. 
The number of students has increased tenfold in Professor Nichol- 
son’s time. The loss sustained by the University through the 
retirement of Professor Nicholson is compensated by the gain 
which will result to the economic world from his being freer to 
add to the long series of his important contributions to economic 
literature. 





WE regret to have to record the death of Dr. James Mavor, 
Emeritus Professor of Political Economy in the University of 
Toronto. He was an original member of the British Economic 
Association, and contributed to the first number of the JouRNAL 
an important article on the Scottish Railway strike which began 
December, 1890. In each decade of the JOURNAL’s existence it 
has been enriched by his contributions. A fuller notice of his 
life and work than it has been possible to prepare in time for 
the present number of the JouRNAL may be expected next March. 





Very satisfactory progress has been made in the organisation 
of the Economic Society, proposed at the Adelaide meeting of 
the Australasian Association for the Advancement of Science in 
August, last year, and noted in the JoURNAL in December, 1924. 
Nine branches have been established and a conference of branch 
representatives was held in Melbourne on August 27, when the 
Society was formally launched. The constitution agreed upon 
provides for a central council to co-ordinate the work of the 
branches and to issue the publications of the Society. The 
objects of the Society are stated as follows :— 


(a) To encourage the study of economics, and of its applica- 
tion to the conditions of Australia and New Zealand. 





ee 
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(b) To establish co-operative action for the investigation of 
local and general economic problems. 

(c) To prepare digests of information upon current develop- 
ments. 

(d) To publish a Journal and such other matter concerning 
the work of the Society, and of its Branches and Mem- 
bers, as may be praeticable. 


It was decided to issue a Journal in November. It is hoped 
that the Journal will appear regularly twice in each year for the 
future, but arrangements for this will depend upon the degree of 
support forthcoming. The Journal will contain articles of special 
interest to Australia and New Zealand, notes on topics of economic 
interest, digests of legislation, book reviews and news of the 
activities of the branches. An editorial board was appointed 
as follows :—Professor R. C. Mills (Sydney), Professor D. B. 
Copland and Mr. E. C. Dyason (Melbourne), Professor J. B. 
Condliffe (Christchurch) and Mr. Malcolm Fraser (Wellington). 
The publication will be especially welcome to research students 
in Australia and should prove of some interest to economists in 
other parts of the world. 

Professor Copland was elected President of the Society, Mr. 
G. L. Wood, Secretary, and Mr. R. B. Lemmon, Treasurer. 





THE Faculty of Commerce in the University of Birmingham 
has received a generous grant to enable it to undertake an 
industrial survey of the Midland area since 1860. It is proposed 
that the inquiry should include an examination of the chief 
industries with a view to discovering their inter-relations and the 
main factors, technical and economic, which have influenced their 
fortunes. Particular attention is to be paid to the scale of 
operation, the problems of transport, and the nature of the 
labour supply. An appeal has been publicly issued inviting 
private individuals and business firms to co-operate by placing 
information they may possess at the disposal of the Faculty. To 
further the work Mr. C. G. Allen, M.Com., has been appointed 
full-time research fellow in Industrial History, and Mr. J. F. Rees, 
the recently-appointed Professor of Commerce, is to devote part 
of his time to the inquiry. It is anticipated that the survey 
will occupy three years. 





Mr. Hersert Heaton, lately Professor in the University 
of Adelaide, has been appointed to the Chair of Economics and 
Political Science at Queen’s University, Kingston, Ontario. 
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Dr. T. E. Grecory, D.Sc., has been appointed to the Sir 
Ernest Cassel Chair of Banking and Currency tenable at the 
London School of Economics. 





Mr. WatTER Layton, and M. Rist, well known by his writings 
and as the colleague of Professor Gide in the editing of the 
Revue d’Economie Francaise, were appointed to inquire into the 
financial situation of Austria on behalf of the League of Nations 
and have presented a Report. 





PROFESSOR GIDE has been commissioned to inaugurate the 
University of Jerusalem. 





The extra number of the Economic JourRNAL devoted to 
articles on Economic History, the issue of which has been 
already announced, will be published in January next. This 
number will be sent to Fellows and to Library Members of the 
Society without extra charge. To outside subscribers the price 
will be the same as for ordinary issues of the JoURNAL, namely 
6s. net. Such subscribers, wishing to receive the extra number, 
should place their orders at once with their booksellers or with 
Messrs. Macmillan. 





ERRATA 


On p. 512, paragraph 6, for “ helping the employees ” read 
“helping the employers”; and for “ second” read “‘ first.” 
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RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society. 


JuLy, 1925. The Week or Month as an Intermediate Unit for Statistical 
Purposes. Str Napier SHaw, F.R.S. The disadvantages of 
unequal months, the incommensurability of weeks and months, 
call for a new unit. Among suggestions made in the course of the 
discussion was the restoration of the last day in August to the 
position at the end of February which it is said to have occupied 
before it was transferred by Augustus in honour of the month 
named after him. Taxable Capacity and the Burden of Taxation 
and Public Debt. G. Fixptay Surrras. A digest of recent 
statistics : useful in itself and as having evoked a discussion on 
the relation between saving and surplus above necessary con- 
sumption, on the difficulty of defining minimum subsistence and 
on other questions. The Element of Probability in Index-Numbers. 
F. Y. Epcewortu. The view of Professors Irving Fisher, Allyn 
Young, and others that the theory of probabilities has no part in 
the construction of index-numbers is disputed. The Generalised 
Law of Error. E. C. Ruopes. A brilliant suggestion for the 
improvement of a method employed by Bowley and others for 
the representation of unsymmetrical frequency-groups. 


Banker’s Magazine. 


SEPTEMBER, 1925. The Gold Standard. Replies to Mr. Keynes by 
Lorp BrapBury and Mr. Water Lear. Britain’s Industrial 
Crisis, unsigned, deals with the same subject. 


The Quarterly Review. 


OcToBER, 1925. The Gold Standard. WyNnnarp Hooper. A 
strenuous defence of the Resumption. The Father of Political 
Economy. ARTHURSHADWELL. A Study on Montchrétien, whose 
“ 'Traité de ’Ciconomie Politique,” published in 1615, is in parts 
wonderfully modern. He objected to the importation of silk 
stockings, supposing that more than a million crowns left the 
country every year. ‘This enormous sum,” he said, “ will 
surprise no one who casts his eyes on the number of legs that wear 
them.” The Great Issue: Socialism versus Capitalism. E. T. 
Goop. The Editor explains that the article is written by one who 
has a lifelong personal experience of Trades-Unionism, and that 
a re-statement of simple bare facts rather than new information is 
offered. 


The Edinburgh Review. 


OcToBER, 1925. Our Changing Land System. Str Henry Rew. 
Change, slow in the past, has recently been speeded up. Witness 
the Agricultural Act, 1920, and its repeal in the following session— 
“the most extraordinary volte-face in political history ’’—and the 
reaffirmation of the principle of wage-regulations in agriculture 
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by the Agricultural Wages Act of 1924. Half a century ago there 
were no legal restrictions of the powers of the landlord over his 
tenants or of the farmer over his labourers. Now the freedom of 
bargaining in both cases, especially the former, is much restricted. 


The Fortnightly Review. 


SEPTEMBER, 1925. Economic Progress in Ireland. ‘‘ MAcDARA.” 
The Irish are sending their capital abroad; English, Americans 
and Continentals are sending theirs into Ireland. For some 
years there will be peace; but how far the foreigner will absorb or 
be absorbed by the Irish is doubtful. There will be no Irish if 
Ireland’s youth continue to leave at the rate of 40,000 a year. 
The agricultural exports are not so active. 


The Round Table. 


SEPTEMBER, 1925. With reference to Mr. J. M. Keynes’ recent 
pamphlet and the views expressed by Sir Josiah Stamp as member 
of the Court of Inquiry into the Coal Industry, it is argued that 
the peculiar conditions of the coal industry accounts for much of 
the present unemployment and decline of exports. ‘‘ Mr. Keynes 
himself would probably admit that the alternative [to the gold 
standard] of the managed currency has never been practical 
politics ’’; so rare is the ability required, so deterrent the recent 
experiences of inflation. 


London and Cambridge Economic Service. 


Special Memorandum No. li. 1925. The German Iron and Steel 
Industry. Dr. WALTER GREILING. 


Trish Trade Journal (Dublin, Department of Industry and Commerce). 


OcToBER, 1925. Vol. I.,No.1. An editorial preface, after recounting 
all that the Free State Government has done for the promotion of 
industries, adds that Government may assist by spreading 
economic information of a practical kind, and that this is the 
object of the new journal. The first number gives full information 
about the scheme for obtaining power from the Shannon, and about 
the arrangement which has been made with a Belgian Company 
for the production of beet sugar in Ireland. 


Indian Journal of Economics (Allahabad). 


ApriIL, 1925. This ‘‘ Conference Number” consists of Papers read 
before the eighth Conference of the Indian Economic Association 
(1925). Taxation and Finance are the principal topics. Prof. 
C. J. Hamilton leads off with estimates of the growth of taxation 
in relation to population and prices in India. 


International Labour Review (Geneva). 


JUNE, 1925. Trade Organisation and Labour Legislation. J. A. 
VERRART. The German and French National Economic Councils. 
Rocer Picar. The Agrarian Problem ix Spain. FARNANDO 
DE Los Rios. Over a third of Spain some 84 per cent. of the 
landowners have such small holdings that they must be also wage- 
earners. The position of the latter class in Spain is miserable. 
Reforms securing the direct cultivation of the land by the owner 
are required. 
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SEPTEMBER. The Legal Position of Public Servants in France. A 


BotssaRD. Unemployment in Hungary: its Causes and Cure. 


Quarterly Journal of Economics (Cambridge, Mass.). 


Aveust, 1925. The Statistical Determination of Demand Curves. 


Hotsrook Workinc. A _ beautiful demand-curve represents - 
the demand at different prices for potatoes in the United States 
for the purpose of consumption in a large sense of the term. 
Whether speculators’ demand can and should be treated similarly, 
this and many other relevant questions are raised. Chapters on 
Machinery and Labor. II. The Introduction of Automatic Bottle 
Machines. Grorce E. Barnett. No trade union could have 
prevented the great displacement of skilled labour which took 
place after 1907. The policy of the Glass Bottle Blowers at least 
lessened the hardship of a transitional period. The Static and the 
Dynamic View of Economics. N. D. Konpratierr. Consumers’ 
Demand. James W. AncELL. The division of wants into two 
classes, regular (recurring and predetermined) and the opposite 
assists us to understand the phenomena of the market. The 
demand for the former class is generally inelastic. The latter, 
the optional class of outlays, becomes a larger part of the total 
expenditure as income rises. The Changing Structure of the 
Bargaining Unit of Labor. Amy Hewes. The day of the isolated 
single craft has gone; amalgamation everywhere prevails. 


The American Economic Review (Cambridge, Mass.). 


SEPTEMBER, 1925. Fiduciary Powers of National Banks. Cnar.ss 8. 


Trepetts. Price Margins during a Period of Prosperity. W.N. 
Loucks. Referring to Prof. Wesley Mitchell’s theory of business 
cycles. Government and the Theory of Competition. D. E. 
MonTGoMERY. How many competing units are required to 
secure the advantages of competition? When is selling below cost 
a fair method? These are among the questions approached. A 
Primitive Clearing House. W.C.Mactrop. Among the Kwakiutl 
tribes in British Columbia the “ potlatch,” an exchange of presents 
for presents, led to the development of a primitive clearing house. 
Income and Wealth. Witrorp I. Kine. The concepts of 
utility and ‘“‘ psychic income” are defended. Preference is 
expressed for the “accrual” method, according to which an 
accountant credits a salaried worker with the salary earned during 
a specified period, even though payment is not made till later. 


Supplement : Forecasting the Price of Hogs. By CHartes F. SARLE. 


E.g. ““ When hog prices deviate more than twenty-five per cent. 
from their secular trend, corrected seasonally for two months or 
more at a time, there is a pronounced shoot in the opposite 
direction and to the opposite side of the prediction line in about 
eighteen months.” 


Journal of Political Economy (Chicago). 


Aveust, 1925. The Utility Concept and its Critics. JacoB VINER. 


The concept has contributed to knowledge; but its further 
elaboration is not required. But if the utility theorists have 
expended too much effort on the subtleties of utility analysis, the 
critics have expended too much effort—and venom also—on 
criticism thereof. Workers’ Rights and the Introduction of 
No. 140.—voL. xxXv. X X 
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Machinery in the Men’s Clothing Industry. The attitude of 
representative trade unions towards the introduction of machinery 
has varied in different industries; in the clothing industry it is 
satisfactorily provided for by way of collective bargaining. 


Annals of the American Academy (Philadelphia). 


SEPTEMBER, 1925. New Values in Child Welfare. A series of articles 
on matters relating to the interests of children; e.g. on the Family 
Allowance System by Paut Dovetas and on the Juvenile Court 
(which saves offending children from the procedure of the criminal 
law) by KATHARINE LENROOT. 


Political Science Quarterly (New York). 


SEPTEMBER, 1925. Neo-Classical Economics in Britain. J. A. 
Hogsson. Among numerous objections to prevalent views it is 
alleged that they do not take into account the disutilities and 
utilities connected with production ; nor the variation in the satis- 
faction of different persons or of the same persons at different 
times; that present desiredness rather than what ought to be 
desired is considered; that the infinitesimal doses postulated are 
unreal; that “‘ welfare’ cannot be adequately treated by mathe- 
matical methods. Thus when Prof. Pigou prescribes a higher 
minimum in a relatively rich country “one feels that he is 
imperilling the delicate and fragile structure of his calculus, in 
favour of some humanitarianism that is grit in the mathematical 
machine.” 


Review of Economic Statistics (Cambridge, Mass.). 


JULY, 1925. Statistics and Economic Theory. WARREN M. PERSONS. 
Reviewing the progress of statistical science since the eighteen- 
eighties, making reputations by authoritative praise, Prof. 
Persons dwells on the use of Inverse Probabilities, on the pro- 
position that “ the distribution of averages will be approximately 
normal even though the distribution of the items composing the 
averages deviate considerably from normal,’ on correlation, 
especially in its application to ‘time-series’? and periodic 
variation, so important in economics. The older economists had 
no prejudice against the use of statistics. They rightly thought 
that facts and figures could not alone decide an issue like that of 
Free Trade versus Protection. They rightly expected from statis- 
tics the verification and emendment of economic theory. The 
Physical Volume of Production in the United States for 1924. The 
indexes for mining and manufacture, “adjusted’’ in relation to 
normal growth, show a decline from 1923. For agriculture both 
adjusted and unadjusted indexes were stationary, on the whole, 
though not for the constituents—cereals, cotton fibre, etc. 

SEPTEMBER. The Interpretation of the Index of General Business 
Conditions. W. L. Crum. 


Journal des Economistes (Paris). 


JuLy, 1925. La civilisation occidentale et le danger bolchevik. Yvus 
Guyot. Le Budget britannique, 1925-26. W. M. J. WiLttams. 
Etude critique de la loi de Voffre et de la demande. C. TURGEON. 
The abstract formula of the older economists relates to a hypo- 
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thetical market; yet it gives a simple apergu of the facts better 
than would a crowd of details. 


OcroBER, 1925. Consequences économiques du réglement des réparations 


et des dettes interalliées. Yvus Guyot. La défense juridique du 
franc. AwuBEeRT Dreyrus. Does justice require only the pay- 
ment of the nominal amount of a State debt when the franc is 
depreciated ? 


Revue d’ Economie Politique (Paris). 


May-JuneE, 1925. Les expériences monétaire récentes et la théorie 


quantitative. A. Arration. A comparison between price-level 
and amount of circulation in recent years is fatal to the quanti- 
tative theory in its simplest form, that price and quantity of 
money vary inversely; but not so decidedly to the statement 
MV+M'V'_p 
— eo 
“the causal action pertains ”’ to the elements which figure on the 
left side of this equation, not to P, the price-level. Le retour a 
Vor en Grande-Bretagne d’apreés les banquiers anglais. L. BAUDIN. 
The views of McKenna, Leaf, and other English authorities on the 
return to gold are examined. Critique de Vutilité marginale. C. 
Turcreon. In the matter of terminology “final’’ is preferred to 
marginal. ‘‘ Marginal desirability ” is not a desirable phrase. 
The calculation of “ total utility ” presents insuperable difficulties. 
Les tendances sécessionistes en Canada et leurs bases économiques. 
G. NestLeR-TricocHEe. The “secession” for which there are 
economic motives is not to join the United States, nor to form an 
independent State, but to divide the Dominion, especially to 
constitute a separate colony out of the three Eastern maritime 
provinces. 


that, if Fisher’s “‘ equation of exchange ”’ is written 


> 


Juty-Aveust. Les consequences de la hausse des prix au point de 


vue national moral et intellectual. CHARLES GipE. Work and 
saving are discouraged, the inequality of incomes is aggravated, 
the intellectual classes and charitable institutions suffer, 
Companies already rich gain by the reduction of their debts. 
Les expériences monétaires récentes et la théorie du revenu. A. 
ArTaLion. The “income theory ’—of which the symbolical 
expression is R = PQ, where R is the national income, Q is the 
total of Production, and P is the price level—is preferred to the 
quantity theory of money; the variations of income explaining 
the influence of the foreign exchanges, and other phenomena, 
better than the “ external facts” of quantity of money. The 
doctrine is a development of Wieser’s theory communicated to 
the Verein fiir Sozialpolitik, 1909. L’Indice monétaire et la 
théorie de la monnaie. Frangots Drvista. The relevance of the 
Gaussian law and the significance of interdependence between 
prices are among the interesting points touched. Les rapports de 
Ventrepreneur et du capitaliste. Renf& Horruerr. Critique de 
“ Putilité finale.” C. Turazon. A continuation dealing with 
Boéhm-Bawerk’s errors, but not the final article on final utility. 


Revue Politique et Parlementaire (Paris). 


May, 1925. Les valeurs de signes monétaires et leurs rapports. LUCIEN 


Marcu. Additional support is given to the author’s doctrine that 
index-numbers are not all of the same type. 
xx 2 











666 THE ECONOMIC JOURNAL [DEC. 


Davenir du travail. Bulletin de lV Association Internationale pour la 
protection légale des travailleurs (Bale). 


Avaust. Congrés international de Politique Sociale. An account of 
the proceedings and results of the International Congress which 
took place at Prague, October 1924. St&PHANE BAUER. 

SEPTEMBER. The founders of the Association contribute a series of 
short articles on its methods; Prof. Mahaim describes the circum- 
stances of its foundation, Miss Tuckwell the collaboration of Great 
Britain. In the part of the number devoted to historical 
documents there is reprinted part of Necker’s De l’importance des 
opinions religieuses, showing the advantage of a day of rest. 


Jahrbiicher fiir Nationalékonomie und Statistik (Jena). 


Juty-Avaust. Grundlegung der deutschen Volkswirtschaftslehre 
durch Franz von Baader (1765-1841). J. Sauter. It is claimed 
for the versatile genius Baader that he laid the foundations of 
German political economy and of a universal social science forming 
a bulwark against the subversive (anstiirmenden) atomism of the 
West. LHinige wérte iiber die Theorie der Steueriiberwalzung. 
TWERDOCHLEBOFF. 

Archiv fiir Sozialwissenschaft (Tiibingen). 

JUNE, 1925. Die allgemeinen Theorien vom National Character, I. 
FRIEDRICH HERTZ. A survey of modern views about differences 
of national character. Neuere Literatur auf dem Gebiete der 
Bevélkerungslehre. Pavut MomBert. A review of thirteen recent 
publications (not all German) on the population question by a 
high authority on the subject. 

Aveust. Kreditkontrolle. Dr. J. ScuumpreTer. Mr. Keynes’ 
proposals cannot be gainsaid theoretically. But in the present 
distracted state of the world the gold standard is needed; the 
rather as the accepted system is not so very ineffectual. In 
the future the proposed reforms may succeed ; perhaps anticipating 
a further extension of governmental control guided by economic 
science. Der Gegenstand der reinen Gesellschaftlehre. Dr. Fritz 
SanDER. Die Pdchterbewegung in Japan. Pror. Kuwata. 


Weltwirtschaftliches Archiv (Jena). 


OcToBER, 1925. Edgeworth und die neuere Wirtschaftstheorie. J. 
ScHuMPETER. Apropos of the Collected Papers published by 
the Royal Economic Society, Professor Schumpeter offers many 
wise observations on the use of mathematical reasoning, the 
inadequacy of utilitarian ethics, the modern treatment of economic 
problems by which the old rigid dogmas (der Starre Doktrinarismus 
der alten Theorie) are, he thinks, superseded. 

Weltwirtschaft und Universalékonomie. Dr. WALTER M. Kotscunic. 
Referring to E. Bahler’s article on Der klassische Begriff der 
Weltwirtschaft (1925). Die methodischen Grundlagen der inter- 
national vergleichenden Finanz-Statistik. G. Coun. Die Japan- 
politik der Vereinigten Staaten in ihren Anfangen. Dr. Justus 
HASHAGEN. 


Zeitschrift fiir die Gesamte Staatswissenschaft (Tiibingen). 

1925, No. 3. Substitutionsprinzep. Dr. KuAre Strer-Somto. A 
study on the law of substitution as conceived by Marshall and 
others. Friedrich Hermann. OTTo WEINBERGER. On the work 
of the great German economist (1795-1868). 
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1925, No. 4. Maz Weber als Erkenntnisskritiker der Sozialwissen- 
schaften. R. Witpranpt. Practische Arbeitsphysiologie. PRoF. 
Dr. Epaar ATZLER. 


Zeitschrift fiir Volkswirtschaft wnd Sozialpolitik (Vienna). 
Banp V. 1-3 Heft. Neuere Ricardo-Kritik. Dr. Franz Weiss. Die 
Wahrungspolitik der Vereinigten Staaten. . . . Dr. F. A. HAYEK. 
Zur Neubegrundung der. objectiver Wertlehre. Pror. Dr. F. 
OPPENHEIMER. 


Schmoller’s Jahrbuch (Munich). 


1925. Entwicklunsgeschichte der spanischen Wirtschaft. Pror. 
Francisco Bernis. An address given to the Conference held in 
Bonn this year; the German original of a Spanish version 
mentioned among New Books in our number of last September. 
During the war there was a great increase in Spanish capital and in 
the cohesion of classes from which business men are drawn— 
Semites, Indians, Jesuits, nobles. Much is expected from reforms 
in agriculture and other branches. 


Giornale degli Economisti (Rome). 


JuNE. La dinamica dei prezzi decrescenti. G. DEL Veccuio. Ipotesi 
e finzioni nella Statistica. E. ¥F. Di VERcE. 

Juty. La politica di favore dei trasporti come forma di Prote- 
zionismo. A. G. Canina. Le forme antiche e nuove di riduzione 
della proprieta privata. G. MAJORANA. 

Avevust. Infanticidio Abbandono d’infante e procurato aborto. .. . 
G. TacuiacaRNE. An interpretation of Italian statistics relating 
to different forms of child murder. 

SerTeMBER. II mercato del lavoro della gente di mare e l’azione dei 
sindicati operat. EpricarmMo Corsino. F. Y. Edgeworth e 
lV Economia mathematica. GusTAvVO DEL VeEccHIO. Referring to 
the Collected Papers recently published under the auspices of the 
Royal Economic Society. Ancora a proposito di meccanica 
economica. Uco Brocii and Luiet AMoroso. Last words on a 
controversy relating to Professor Amoroso’s views. 


La Riforma Soziale (Turin). 


JuLty—Aveust, 1925. A theory which has some affinities to the 
physical conception of quanta is applied to monetary phenomena. 
Il protezionismo siderurgico. E. GISETTI. 


Metron (Ferrara). 


Vol. IV., Nos. 3,4. 1925. La fecondita delle Aristocrazie. F.Savorec- 
NAN. Statistics of the ducal families in France and Belgium show 
a fecundity not less than that of other classes, a less infantile 
mortality. The rate of extinction is more than twice as great as 
that found in a former article for another aristocracy (le case 
mediatizzate della Germania). The Napoleonic aristocracy dies out 
more rapidly than that of the ancient regime. The Paper should 
be read with the author’s studies in pari materid, Vol. III., Nos. 
3, 4, 1924; Vol. III., No. 2, 1923. <A Statistical Study of India’s 
Population. G. Frnpiay SHTRRAS. 
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Scientia (Bologne). 
SEPTEMBER, 1925. La repartition des matiéres premieres dans le monde. 
A. DE TaRLé. 
OcToBER. The Population Capacity of the Earth. G. H. Kniss. 
The world would soon arrive at the limit of its population if any- 
thing like the rate of increase in the East were maintained. 


Annali di Economia (Milan). 


Vol. I., Part II. La Crisi del 1905-1907. Marrro PAnTALEONI. This 
is an official report mainly drawn up by Pantaleoni about the 
case of a Frenchman who, having failed to fulfil his contract 
with the Italian Government, pleaded that he had been prevented 
by acrisis in the ironindustry. The Report embodies a substantial 
treatise—one of the best extant—on the symptoms and incidents 
of an industrial crisis. 





NEW BOOKS 
English. 


AMBEDKAR (B. R.). The Evolution of Provincial Finance in 
British India. A Study in the Provincial Decentralisation of Imperial 
Finance. With a foreword by E. R. A. Setiaman. London: King. 


1925. Pp. 285. 15s. 

BELLERBY (J. B.). Monetary Stability. London: Macmillan. 
1925. Pp. 174. 

Benn (Str Ernest). The Confessions of a Capitalist. London : 
Hutchinson. 1925. 25s. 


CatvERT (H.). The Size and Distribution of Agricultural Holdings 
in the Punjab. (Board of Economic Inquiry, Punjab.) 1925. Pp. 
17. 4 annas. 

[The rainfall affecting production affects the size and distribution of holdings, 
which are slowly diminished by the increase of population. ] 

CassaNn (Dr. THEODOR). The Consumers’ Co-operative Movement 
in Germany. Translated by J. F. Mitts. London: Unwin. 1925. 


CasseEL (G.). Fundamental thoughts in Economics. London: 
Fisher Unwin. 1925. Pp. 159. 

Das Rasant Kanta. Production in India. A Comparative 
Study in National Productivity. Calcutta: Visva-Bharati. Pp. 
180. 


Davies (Emiu). The Story of the London County Council. 
London : Labour Publishing Co. 1925. Pp. 95. 

[Mr. Davies is Chairman and Leader of the London County Council Labour 
Party. The little book is not an official Party publication.] 

Dick (E.). The Interest Standard of Currency. London: 
Alien and Unwin. Pp. 286. 


Doss (MAvRICE). Capitalist Enterprise and Social Progress. 
London: Routledge. 1925. Pp. 409. 
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Fay (C. R.). Co-operation at Home and Abroad. Third edition. 
London: King. 1925. 

[The main text and the first Supplement of this well-known treatise—reviewed 
in the Economic JoURNAL—are unaltered in the third edition. There is added a 
second Supplement dealing with Agricultural Co-operation in the Canadian West.] 

FLoRENCE (P. Sarcant). Economics of Fatigue and Unrest. 
London: Allen and Unwin. 1924. Pp. 426. 


Gaver (D. R.). The Industrial Evolution of India in Recent 
Times. Oxford University Press. 1924. Pp. 242. Rs. 4.8. 


GRAHAM (M. K.). An Essay on Gold: showing its defects as a 
standard of value and suggesting a substitute therefor. Dallas (Texas) : 
Hargreaves. 1925. Pp. 198. 

, a is added a translation of an article by G. Ferrero entitled ‘‘ La mort 
e lor.” 

Heaton (H.). Modern Economic History, with special reference 
to Australia. Adelaide Workers’ Education Association. Melbourne : 
Macmillan & Co. 1925. Pp. 351. 

Innes (ArtHUR D.). England’s Industrial Development. A 
historical survey of Commerce and Industry. Third edition. London : 
Rivingtons. 1925. Pp. 380. 

Jack (D. T.). The Economics of the Gold Standard. London : 
P. S. King. 1925. Pp. 88. 3s. 

JOHNES (TREVOR). Foreign Trade and Exchange. London: 
P. S. King. 1925. Pp. 205. 

[The author is Professor of Commerce in the Tokyo University of Commerce. 
He aims at summarising changes in the theory and practice of foreign trade 
that have occurred within the last ten years.] 

Keynes (J. M.). The Economic Consequences of Mr. Churchill. 
London: Hogarth Press. 1925. Pp. 32. Is. 

[The Government policy has secured that we receive 10 per cent. less sterling 
for our exports; yet employers must pay and employees spend as much as before. 
The policy of the Bank of England involves the intensification of unemployment. 
Some palliatives are suggested.] 

LreaGvueE or Nations. Double Taxation and Tax Evasion. Report 
and resolutions submitted by the technical experts to the Financial 
Committee. 

[The Committee have profited by the results of the investigations carried out 
by the Special Committee of four economists, whose report was noticed in the 
Economic JouRNAL, 1923.] 

MitterR (HucH F. H.). The Foreign Exchange Market. A 
practical treatise on post-war foreign exchange. London: Arnold. 
1925. Pp. 152. 

MorELAND (W. H.) and Geryu (P.). Jahangir’s India: the 
Remonstrantie of Francisco Pelsaert. Translated from the Dutch by 
W.H.M. and P.G. Cambridge: Heffer. 1925. Pp. 88. 8s. 6d. 

[The Report, which sums up the experiences of a Dutch official in Agra, was 
written in 1626.] 

MUKERJEE (R.). Borderland of Economics. London: Allen and 
Unwin. 1925. Pp. 280. 12s. 6d. 

[The relations of economics to other sciences, psychology, biology and even 
physics, are considered. ] 

MUKERJEE (R.). Groundwork of Economics. London: Long- 
mans. 1925. Pp. 217. 
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PEEL (Hon. GeorGE). The Financial Crisis of France. London: 
Macmillan. 1925. Pp. 323. 10s. 6d. 

Ramarya (A.). A National System of Taxation: being a study 
of the theory of taxation in relation to national welfare, with some 
applications to British India. Madura: Yyer. 1924. Pp. 252. 


Rural Policy. A national rural policy. Prepared by a special 
Committee on Rural Reconstruction. London: Douglas. 1925. 
Pp. 71. 2s. 6d. 

SAEK (ProFessor A. N.). Fixing the Value of Money. Riga: 
Latvian Economist, 1925. Pp. 50. 

[The author is financial adviser to the Esthonian Government.] 

Sastry (K. R. R.). South Indian Gilds. Madras: Indian 
Publishing House. 1925. Pp. 48. 


[A first-hand investigation of facts, coupled with suggestions for the improve- 
ment of an important institution. There is prefixed a letter to the author from 
the late Dr. Marshall, who expresses himself as ‘‘ deeply interested in the fact 
that the term ‘ gild’ is appropriate for use in describing some forms of Indian 


caste.’’] 

SILVERMAN (H.A.). The Economics of Social Preblems. London : 
Clive. 1925. Pp. 426. 5s. 6d. 

[The author is lecturer on Economics to the University of Birmingham.] 

SrneH (SarDAR B.) and Catvert (H.). An Inquiry into Mortgages 
of Agricultural Land. (Board of Economic Inquiry, Punjab.) Lahore : 
Smedley. 1925. Pp. 30. 

[Sonless proprietors are responsible for nearly half the mortgages. ] 

Soviet Russia. An investigation by Women Trade Unionists. 
London: Coates. 1925. Is. net. 

Spatpine (W. F.). A Primer of Exchange. Fourth impression. 
Second edition. London: Pitman. 1925. Pp. 113. 3s. 6d. 

[The author has profited by the numerous letters which he has received 
relating to earlier versions. ] 

Stark (Mark). A Worker looks at Economics. London: 
Labour Publishing Co. 1925. Pp. 96. 2s. 6d. 

[This little book purports to be a readable treatment of the main conclusions 
of Marxian economics in relation to practical problems. ] 

Swain (A. H.). Commercial Credit Risks, Export Credits and 
Credit Insurance. London: Pitman. 1925. Pp. 143. 

THomas (DorotHy SwaINe). Social Aspects of the Business 
Cycle. London: Routledge. 1925. Pp. 217. 10s. 6d. 

[The connection of business cycles with births, deaths, marriages, suicides and 
other social phenomena are investigated by refined statistical methods. ] 

THOULEsSS (R. H.). Social Psychology : a text-book for students of 
economics. London: Clive. 1925. Pp. 376. 

Unemployment Insurance in Great Britain. By the authors of 
“The third Winter of Unemployment.” London: Macmillan. 
1925. Pp. 67. ls. 

VocEL (JuLius). Unemployment, its Causes and Cure. London: 
Chapman. 1925. Pp. 192. 

Waters (CHARLOTTE M.). An Economic History of England, 
1066-1874. Oxford University Press. 1925. Pp. 610. 
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WELLS (GABRIEL). The Inwardness of Unemployment. London : 
Matthews. 1925. Pp. 12. 

[Work should be given to the men and doles to the women.] 

WHEELER-BENNETT (J. W.). Information on the Reduction of 
Armaments. London: Allen and Unwin. 1925. Pp. 216. 10s. 

[This compilation enables us to see what has been accomplished for the 
reduction of armaments during the last six years. Major-General Sir Neil Malcolm 
contributes an introduction, pointing out that disarmament of itself avails 
little unless we can devise some better moral code for the relations between 
different races. ] 

Youne (ArtHuR). A Tour in Ireland. Selected and edited by 
CoNSTANTIA MAXWELL. Cambridge University Press. 1925. Pp. 
244. 7s. 6d. 

[The editor is Lecturer in Modern History in Trinity College, Dublin.] 


American. 


Barnes (Harry Esner). The New History and the Social 
Studies. New York: Century Co. 1925. Pp. 605. 

BotroMLeEy (SAMUEL). The Gold Standard in Relation to Business, 
Labour and World Peace. Rhode Island: Martian Publishing Co. 





Pp. 94. $1. 
[The plan of the American Society called Martians provides the first perfect 
money in history. ‘‘ Government being permanently provided with a never- 


ending supply of money,” may abolish all taxation, and so on.] 

CarvER (T. N.). The Economy of Human Energy. New York: 
Macmillan Co. 1924. Pp. 281. 

CLiarRK(FreDE.). Principles of Marketing. New York: Macmillan 
Co. 1925. Pp. 570. 

Ciark (Horace F.) and Case (FRANK A.). Elements of the 
Modern Building and Loan Associations. New York: Macmillan Co. 
1925. 

Crum (W. L.) and Patron (A.C.). Economic Statistics. Chicago : 
Shaw. 1925. Pp. 493. 

Dorizas. The Foreign Trade of Greece. Philadelphia. 1925. 

[A doctoral thesis. The economics and political factors controlling the 
trade are separately treated. ] 

Dovetas (Dr. Dorotuy WotFr). Guillaume De Greef. The 
Social theory of an early Syndicalist. New York: Columbia Uni- 
versity (London: P.S. King). 1925. Pp. 397. 

[De Greef, who, born in 1842, flourished in Belgium, appears to have made 
several suggestions of practical or theoretical value—working men’s free credit 
institutions, occupational representation, etc.] 

Eaves (Lucite). (Editor for a group of Investigators and Social 
Workers.) Aged Clients of Boston Social Agencies. Boston : 
Women’s Educational and Industrial Union. 1925. Pp. 152. 

GIFFORD (WARD). Real Estate Advertising. New York: Mac- 
millan Co. 1925. Pp. 188. 

Hamitton (Watton H.). Current Economic Problems. A series 
of readings on the control of industrial development. Third edition. 
Chicago: University Press. 1925. 


[Changes required by new developments in industry have been made in this 
well-known collection of ‘‘ readings,” now numbering 412.] 
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Harvard Business Reports. Vol. I. of a series. Compiled by 
the Graduate School of Business Administration. George F. Baker 
Foundation. Harvard University. Chicago: Shaw. Pp. 561. $7.50. 


Hewett (Wim.u1AM Watuace). The Definition of Income and its 
Application to Federal Taxation. Philadelphia: Westbrook. 1925. 
Pp. 91. 

(The author is Assistant Professor of Economics in the University of 
Pennsylvania. ] 

Magsor (F. Lez). The Duties, Responsibilities and Liabilities of 
Bank Directors. New York. Macmillan Co. 1925. Pp. 193. 

[The author has been an assistant Bank Commissioner of the State of 
Arkansas. ] 

Movutton (Harotp G.). The Financial Organisation of Society. 
Second edition. Chicago: University Press. 1925. Pp. 780. 


Netson (Herspert N.). Administration of Real Estate Boards. 
New York: Macmillan Co. 1925. Pp. 255. 

Peck (H. WHITEFIELD). Taxation and Welfare. New York: 
Macmillan Co. 1925. Pp. 205. 

Railroads: Cases and Selections. New York: Macmillan Co. 
1925. Pp. 882. 

Scumipt (L. BerNnarD) and Ross (EARLE DupteEy). Readings in 
the Economic History of American Literature. New York: Mac- 
millan Co. 1925. Pp. 591. 

SELIGMAN (E. R. A.). The Economic Problems of the Modern 
Dentist. An address before the King’s County Dental Society. New 
York. 1924. 

[Many others beside dentists may profit by Prof. Seligman’s advice about 
spending and saving. He does not rule out the principle of charging more to 
those who are able to pay more; the practice of the State in taxation. _ Nor does 
he disapprove of intelligent speculation. It might at least be made a “ hobby ”’; 
and he approves of hobbies. ] 

VaucuHan (Fioyp L.). Economics of our Patent System. New 
York: Macmillan Co. 1925. Pp. 288. 10s. 6d. 


Watuace (H. A.) and Snepecor (G. W.). Correlation and 
Machine Calculators. Ames (Iowa): State College of Agriculture. 
1925. Pp. 47. 

[One object of this pamphlet is to present in simple untechnical language 
some explanation of the various correlation coefficients. The second and principal 
object is to set forth explicit directions for the use of the ordinary calculating 
machines. ] 


French. 


GipE (Pror. C.). La lutte contre la cherté et la co-opération. 
Publié par la Fédération Co-operative Presse. 


Hauser (Pror.). La nouvelle Orientation Economique. Biblio- 
théque des Sciences Sociales. 


Apergu de la démographie des divers pays du monde. La Hague: 
Stockum. 1925. Pp. 485. 

[This is an immense compilation of statistics affording numerous comparisons 
between nations. £.g. the ratio of male to female births proves to be (when 
ratios based on too small numbers are ruled out) between 1000 and 1100 for 
some hundred communities. Greece (with ratio 1163) and Corea, 1127, are 
exceptions. ] 
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Jouvet (ALPHONSE A.). La restauration financiére de la Belgique. 
Paris: Giard. 1925. Pp. 216. 

Prron (GAETAN). Les doctrines économiques en France depuis 
1870. Paris: Colin. 1925. Pp. 204. 

RovusteR (Paut DE). Les grandes industries Modernes: Les 
industries textiles. Paris: Colin. 1925. Pp. 261. 9 fr. 

Ste (HeEnR1). L’évolution de la pens¢ée politique en France au 
xviii® siécle. Paris: Giard. 1925. Pp. 398. 

VERMEIL (PrRor.). L’Allemagne contemporaine : Sa structure et 
son évolution. 
_ WasseRMAN (Max). L’iuvre de la Fédéral Trade Commission. 
Etude sur la législation contre le Trusts en Amérique. 

The following volumes have been issued by the Carnegie Endowment 
under the auspices of their French Committee :— 

LD’industrie frangais pendant la guerre. By ArTHuR FontTaIn, 
Président du Bureau International de Travail. 

L’agriculture en France pendant la guerre. By A. Lanrpk. 

Les forces hydroélectriques pendant la guerre. By M. BLANCHARD. 

Les industries textiles. By Pror. AFTALION. 

Le controle du ravitaillement de la population civile par les pouvoirs 
publics. By M. Prnor. 

Le probléme du régionalisme. By M. Hauser, Professor at the 


Sorbonne. 

Lyon pendant la guerre. By M. Herriot, Président de la Chambre 
des Députés. 

Bordeaux pendant la guerre. By Pror. CouRTEAULT. 

Bibliographie dela Guerre. By CAMILLE Biocu, directeur du Musée 


de la Guerre. 

All these volumes are published by La librarie des Presses Uni- 
versitaires, 49 boulevard St. Michel, Paris. 

M. Fontain’s volume will appear shortly in an English translation, 
and other translations will follow. 


German. 


BRENTANO (Luaco). Agrar-politik. Zweite neubearbeitetete und 
vermehrte Auflage. Stuttgart, Berlin. 1925. Pp. 294. 

[The first edition appeared in 1896.] 

Eaner (Dr. Ertcu). Der lateinische Miinzbund seit dem Welt- 
kriege. Leipsic. Akademische Verlagsgesellschaft. 1925. Pp. 108. 

FisHer (Irvine). Moral bei Geld ausgabe und beim Gedriickzuge 
durch unsere Nationalen Noten-banken. Bern: Pestalozzi. 1925. 
Pp. 30. 

HALBERSTAEDTER (HERMANN). Die Problematik des wirtschaft- 
lichen Prinzeps. Berlin, Leipsic: Gruyter. 1925. Pp. 90. 

HEBERLE (Dr. Rupotr). Zur Geschichte der Arbeiterbewegung 
in Schweden. Jena: Fischer. 1925. 

KULISCHER (Dr. JosEF). Russische Wirtschaftgeschichte. Erster 
Band. Jena: Fischer. 1925. Pp. 452. 

LIEFMANN (RoBERT). Vom Reichtum der Nationen. Karlsruhe : 
Braun. 1925. Pp. 143. 
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Nachschlagebuch der Nachschlagewerke. Hamburg: Wirtschafts. 
dienst. 1925. Pp. 31. 


[This is a guide to reference books and directories relating to economics in 
different parts of the world.] 

Norz (Dr. Emit). Die Sakulare Entwicklung der Kaufkraft des 
Geldes. Jena: Fischer. 1925. Pp. 283. 


Italian. 


BotpRint (MARCELLO). Sviluppo Corporeo e_ Predispozioni 
Morbose. (Pubblicazioni dell’ Universita Cattolica del Sacro Cuore.) 
Milan: “ Vita e Pensiero.”” 1925. Pp. 234. 

[A study on the relation between measurable attributes and health. Z.g. the 
mean height of healthy men is notably shorter than that of those who suffer from 
constitutional diseases. ] 

Cari (Firippo). La Teorié Sociologiche. Padova: A. Milani. 


1925. Pp. 202. 
[A comprehensive analysis and criticism of systems many of which concern 
the economist; e.y. those of Cournot and Pareto. ] 


Ernavupi (Lvuie1). La terra e l’imposta. Milan. 1925. Pp. 169. 
Extracted from the Annali di Economia. 

Ferri (C. E.). Lineamenti di una teoria delle elites in economia. 
Milan : Istituti editorale scambio. 

Graziani (Avausto). Istituzioni di economia politica. Quarta 


edizione, interamente riveduta. Turin: Bocca. 1925. Pp. 803. 
[A fourth edition of the work reviewed in the Economic Journal, Vol. XIV.] 


GRIZIOTTI (BENVENUTO). La politica finanziaria Italiana. Studi 
sui problemi Monetari e finanziari. Milan: Istituto editoriale. 


1926. Pp. 225. 

Logera (E.). Il problema demographico. Milan: Alpe. 

MicHELs (R.). L’organizzazione del commercio estero. Bologna : 
Zanichelli. 

NavaRRA-Crimi. Problemi dell’ economia Siciliana. Turin: 
Lattes. 

Suprno (CamILLo). Le basi economiche del movimento operaio. 
Milan : Alberighi. 





